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PYJAMA. S ad SOFT COLLARS 
REAL COMFORT WEAR for MEN. 
For oP eines wear, night wear and the social 
round, ‘ LUVISCA’ Shirts, Pyjamas and Soft 
Collars provide a multitude of colours and 
effects, and the highest degree of comfort. 
Xmas ri a *LUVISCA’ garment. 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
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= CITY OFFICES : WORKS : 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones: Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE BANK OF AUSTRALASIA. 


Incorporated by Royal Charter, 1835. 












Paid-up Capital - - - . £4,500,000 
Reserve Fund - - £4,450,000 
Reserve Liability of Prepricters under the Charter +£4,506,000 





£13,450,000 






COURT OF DIRECTORS : 





F. V. = LIVINGSTONE-LEARMONTH, Esgq., 
D.S.C 





RIGHT HON. LORD ALDENHAM. 







Cc. E. BARNETT, Eso. 
. 4 oataat ine. RIGHT HON. THe KARI, OF MIDLETON, 
KENNETH GOSCHEN, Esg. HORACE PEEL Eage 
5 > panna Esq. JOHN SANDERSON, EsgQ. 

. R. JOHNSON, Esg. ARTHUR WHITWORTH, Eso. 










HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 







Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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LLOYDS BANK LIMITED 


Head Office: LONDON, E.C. 3 
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Deputy-Chairman : 
Sir AUSTIN E. HARRIS, K.B.E. 


Chairman : 
J. W. BEAUMONT PEASE 





CAPITAL SUBSCRIBED £73,302,076 
CAPITAL PAID UP - - 15,810,252 
RESERVE FUND - - 10,000,000 
DEPOSITS, &c. (30th June 1929) 351,279,025 
ADVANCES, &c. = &o. 194,193,731 





Over 1,800 Offices in England and Wales, and others 
in India and Burma. 


AL PROVIN 


ON 
A BANK 


TOTAL RESOURCES 
Over £290,000,000 
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Clay 

















Head Office: 15 BISHOPSGATE, LONDON, E.C.2 


Over 1,300 Offices. , Agents Everywhere. 






Every Description of BRITISH and OVERSEAS BANKING Business Transacted. 





TRUSTEESHIPS AND EXECUTORSHIPS UNDERTAKEN. 








AFFILIATED BANKS: 


COUTTS & CO. GRINDLAY & CO., Ltd. 




















































The Economic Situation in Roumania 


HE general opinion prevailing in our financial circles is that the economic situation 

of Roumania is making definite progress towards health. Symptomatic of this 
movement are the regular increase in the fiduciary circulation following the sale of foreign 
exchange to the National Bank, the increase in the gold reserve, and the influx of revenue, 
which in September last reached the record of 3,600 million lei. Of course the good harvest 
has brought about the manifestation of these first symptoms, which will multiply in the 
future, since of the 400,000 (10-ton) waggon loads of cereals available for export, scarcely 
60,000 have up to date crossed the frontier. The maize harvest, excellent both in quantity 
and quality, cannot be exported until the spring, and only then will trade and industry 
experience the happy effects on the national economy. It may be foreseen that 1930 will 
bring a definite decline in money rates. 

The resounding events in the New York markets have produced but a feeble echo here. 
Dear money in the United States was reflected by stringency in Roumania, since London, 
Paris and Berlin cut down the volume of credit granted to Roumanian institutions. The 
general opinion here is that the end of the feverish speculation cn Wall Street will hasten 
the resumption of American lending to Europe, which in turn will contribute to a fall in 
money rates. 

With these immediate prospects it is rather remarkable to note the recent attempts in 
a section of the foreign press to damage the public credit of Roumania, or rather of its 
economic institutions. A Prague journal published a few days ago a despatch from 
Bucharest in which it was stated that the economic situation in Roumania was so desperate 
that the banks would distribute no dividends for 1929. This statement is false in every 
respect. In the first place, it may be pointed out from a general point of view that, whilst 
in many countries of Europe banking troubles have occurred—in Austria, Germany, 
Belgium and Denmark—not a single Roumanian bank of first or even second rank has 
defaulted. One would look in vain for any sign of banking difficulties in Roumania; on 
the contrary, the credit institutions, under prudent management, have been able to pass 
unscathed through all the phases of the economic crisis. Runs have occasionally occurred, 
but claims have been met without obstruction and the public has been immediately 
reassured. But the best proof of the patent incorrectness of the news published in the 
Czech journal is to be found in the volume of rediscounting by our large banks with the 
National Bank. Here are some eloquent figures on this point. 

Last year at this time the rediscounts of the Banca Romaneasca at the National Bank 
had risen to over 800 millions. Since at this period the spread between the official rate 
(6 per cent.) and the open market rate (20 to 22 per cent.) was considerable, the profits 
arising from such a discrepancy are self-evident. Now at the present moment the 
rediscounts of the Banca Romaneasca at the National Bank are less than too millions. In 
other words, as a result of stabilization, the National Bank no longer practises a policy of 
inflation, and the individual banks have found a way to alleviate their positions without 
involving themselves in any great difficulties. The rediscounts of the Banque Marmorosch 
Blank a year ago totalled nearly 900 millions. They have been reduced now to 170 
millions. It need not be assumed that the difference has been covered entirely by foreign 

capital. Instead of incurring excessive indebtedness, our banks have preferred to realize 
certain portions of their assets and to obtain relief in ‘this way. 

At the moment money is still dear: the increase in the circulation is far from covering 
the requirements for cash, and this largely explains the low quotations on the Bucharest 
Bourse. Particularly unfortunate is the position of shareholders in oil companies, whether 
of Roumanian or foreign capital, for with rare exceptions both categories have paid no 
dividends for 1928. They are sharing the lot of a large number of American oil concerns, 
which are passing through a difficult phase as a result of overproduction of oil in the United 
States. The difficulties of our national oil companies arise mainly from the lack of funds 
for new capital development. Since the home market is not in a position at the moment 
to furnish them with the necessary capital—the present time would be badly chosen for 
new issues—only a foreign loan could set them moving. Negotiations on this point are 
now in progress. 

Other securities on the Bourse. especially bank shares, are fairly steady, in spite of the 
great weakness prevailing in most European centres. 

The budget for 1930 will be laid on the table of the House in the first few days of 
December : M. V. Madgearu, the temporary Minister of Finance, will adopt new methods 
ari, with substantial economies effected by simplification of the administrative machine 
as well as by a drastic curtailment of the estimates, he will submit a budget in absolute 
equilibrium. Omelettes cannot be made without breaking eggs, and the deficit can only 
be exorcised by a large reduction in the number of State officials. We must resign ourselves 
to this sacrifice, and the Government, regardless of its popularity, will not hesitate to 
impose it. 
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Aktiengesellschaft 
HAMBURG-BERLIN 
250 other places throughout Germany 
{ CAPITAL AND SURPLUS 
RM 115.000.0000 
' ALL BANKING TRANSACTIONS 
1 
5 ) Amsterdam: N. V. Hugo Kaufmann & Co.’s Bank 
" New York: Konrad von Jiberg, 50, Broadway 
- Cable address for main offices and branches “Hanseatio” 
S 
n 
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y 
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s || | BANCA MOLDOVA BANQUE NATIONALE DE ROUMANIE, 
ne A : | Head Office at BUCHAREST. 
In LTD. _ Governor : D. M. BURILLIANU, — 
of | Vice-Governor : OSKAR KIRIACESCU. 
ut anaes Managers: N. BALANESCU, AL. BUZDUGAN, 
ut JASSY——BUCHAREST. ALANESCI, 4 
7o Members of the Board: J. ATHANASIU, 
on oO oO C. I. BAICOIANU, D. I. GHEORGHIU, C. MIMY, 
ize | P. PORUTIU, 
P | EXTRACT FROM THE BALANCE SHEET AS AT 
ng Capital Paid up and Reserves— OCTOBER 12th, 1929. 
om 2 
5 5,000,000. Lei Lei 
sea ae SOC Gold in hand ... 5,198,309,108 
Gold abroad ... 3,722,974,481 
a oo Foreign Exchange ... ... 6,235,863,191 
ms, ———— 15,157,146,780 
tec Other Exchange 65,610,095 
nds Cable Address: MOLDOBANCA. Commercial Bills ... 8,819,217,934 
ent Advances on public fuads 920,507,761 
for Branches : Advances to the State ... 5,400,139,907 
ase CZERNOWITZ, GALATZ, BRAJLA Public current accounts 9,343,054,256 
: B A Private accounts 1,230,371,157 
‘dit KISCHINEFF, CETATEA AL poe apie 7 o70.008 19 
| } (ACKERMAN), BACAU, BARLAD, Notes in Circulation 21,683,421,683 
s of BELTZY, RENI, TIGHINA (BENDER), BRANCHES AND AGENCIES: 
ds | | Braila, Cernauti, Chisinau, Cluj, Craiova, Galati, Iasi, 
om | ROMAN, VASLUI. Sibiu, Vike, Alba- Jalia, aed, Bacau,’ Balti 
| Barlaa, Bazargic, Bistrita, Botosani, Brasov, Buzau, 
lute | | Calarasi, C-Lung Bucovina, C-Lung Muscel, Caracal, 
only | § oO Oo Cetatea Alba, Constanta, Deva, Dorohoi, Fagaras, 
ves | . Falticeni, Focsani, Giurgiu, Husi, Ismail, Lugo}, 
| aa ace s Oradea, Piatra, Pitesti, Ploesti, Radauti, Ramnicu- 
e to |} Every Description of Banking Sarat, Ramnicu-Valcea, Roman, Satu Mare, Silistra, 
| Sighet, Sighisoara, Simleu! Silvaniei, Slatina, Suceava, 
| Business Transacted. Targoviste, Targu-Jiu, Targu-Mures, Tecuci, Tighina, 
Tulcea, Turnu-Magurele, Turnu-Severin, Vaslui. 
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THE BRITISH OVERSEAS BANK, LTD. 


































































0 
ESTABLISHED 1919. . 
Report by the Board of Directors to the Tenth Annual General Meeting of Shareholders to be held in the Bank Premises 
33 Gracechurch-street (Lombard-court), London, E.C.3, on Tuesday, the Third day of December, 1929, at 12 noon. 
The Directors submit to the Shareholders the Balance Sheet of the Bank, as at 31st October, 1929, and Profit 
and Loss Account, together with copy of the Auditors’ Certificate. 
The Profit, after allowing rebate of interest and providing for all bad and doubtful debts, and 
Income Tax, for the year ended 31st October, 1929, amounts to....... eave aetacshin ey katate ts 
Balance available from last account......... Re eae a tinsdebeenaneeeaas a cemewnenens 
NN Pe EE ee ee ee eT ere See ee Trey ” 
Interim Dividend paid on the “ A’ Ordinary Shares at the rate of Six per ” 
cent. per annum (less Income Tax) for the Half-year ended 30th April, ” 
ee ee EY rT I nnn 6 066565660006 sBkd Skee eeSeueseeerens 30,000 0 0 ” 
EN ids a eke ee bekesdnacendcavnckdcbeies okeeee venga £188,130 8 0 
which has been appropriated as follows: _ 
In payment of a Dividend on the “ A’ Ordinary Shares et the rate of Six per 
cent. per annum (less Income Tax) for the Half-vear ended 3ist October, 
1929, which together with Income Tax thereon amounts to .............. £30,C00 0 0 and 
In payment of a Dividend on the * B’’ Ordinary Shares at the rate of Six per Cor 
cent. per annum (less Income Tax) for the Year ended 3ist October, 1929, 
which together with Income Tax thc reon amounts to ................44. 60,000 0 0 AR 
To Reserve Fund........ ae ERE Sa EN AMEE I Re Pe ere ner ea eee 25,000 0 0 
SRT OPT P EE TCC T CL TTT COTTE ee 5000 0 0 = 
To Pensions and Allowances Fund PR er ee re ee er Pee ee jou 10,060 0 O 
eT Cee rT er 58,130 8 O 
- - £188,130 8 0 
——— 
Tie Directors retiring by rotation are The Right Hon. Viscount Churchill, G.C.V.O., and The Hon. Bernard Rollo, 
who, being eligible, offer themselves for re-election. 
The Auditors, Messrs. George A. Touche & Co., and Messrs. MeClelland, Ker & Co., also retire, and, being 
eligible, offer themselves for re-appointment. | 
By Order of the Board, | 
A. FE. THORNE, Secretary. | 
| 
= | 
BALANCE SHEET, 3ist OCTOBER, 1929. | 
LIABILITIES. ASSETS. a 
Capital :-— Authorised : Cash in Hand and at Bankers ...... £278,233 19 2 GEO 
300,000 “* A’’ Ordinary Shares of £5 
SE ae Ee AP .--- £1,500,000 0 O Money at Call and Short Notice..... 2,281,669 O 11 
300,000 “ B” Ordinary Shares of £5 
PO cc kccbiidaneasempecnsretekee 1,500,000 0 0 Balances with Bankers Abroad. ..... 310,424 13° (0 
400,000 Shares of £5 each which may 
be issued in whole or in part as “* A” Bee I ois ed ceesccsccvces 1,000,396 14. 7 
or “* B” Ordinary Shates.......... 2,000,000 0 0 
- Government Securities ............. 305,067 IL 6 


£5,000,000 0 0 






Iavestments in Subsidiary Companies 56,925 3 7 
Subscribed and Paid in Full: 
200,000 * A” Ordinary Shares of £5 Other Investments, including Share- 
CO i centn ts handnedeawnsns's ... £1,000,000 0 0 holding Interests in Foreign Banks 348,727 5 7 FU 
200,000 “ B”’ Ordinary Shares of £5 
Megas dan acerneadaneerensdas 1,000,000 0 0 Advances to Customers and other RE 
- Be ee ree 2,161,389 16 11 
£€2,000,000 0 0 
Current, Deposit and other Accounts. 5,113,906 14 7 Amounts owing from Subsidiary Com- 
Amounts owing to Subsidiary Com- IE i 6.0 6060 ksheseseansicdsuece 114,408 17 2 
Ee Cee rere eee 100 0 0 
PE OIE 5b. oxndanwadnenssacane 225,000 0 0 Liability of Customers for Accept- 
Acceptances, ete., for account of Cus- ances, ete. (pir cOMETA) ...cccccce 4,659,311 10 8 
tomers (per contra). ..... ccosorne SR we D8 
Balance of Profit and Loss Account .. 58,130 8 O Premises at ccst .. £382,759 10 4 
(Note—Contingent Liability on 
account of Endorsements on Bills Less Depreciation $2,865 10 2 
Discounted, £1,011,784.) - - —— 339,894 0 2 
£12,056,448 13 3 | £12,056,448 13° 3 
nd —— 
CHURCHILL, Chairman. A. E. THORNE, Secretary. 
ARTHUR C. D. GAIRDNER, Deputy Chairman and Managing Director. F. J. SULLIVAN, Accountant. 





BR. ROLLO, Director. 


AUDITORS’ REPORT. 


We have examined the above Balance Sheet and compared it with the Books of the Bank. 

We have satisfied ourselves as to the correctness of the Cash Balances and the Bills of Exchange, and have 
verified the Securities. 

We have obtained all the information and explanaticns which we have required, and are of the opinion that the 
Balance Sheet is properly drawn up, so as to exhibit a true and correct view of the state of the Bank’s affairs, 
according to the best of our information and the explanations given to us and as shown by the Books of the Bank. 












Br 










GEORGE A. TOUCHE & CO., Chartered 
McCLELLAND, KER & CO., Accountants, 
London, E.C. Auditors, 






20th November, 1929, 
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THE BRITISH OVERSEAS BANK, LIMITED —continued. 








j ~ PROFIT AND L Loss / ACCOUNT for the Year ‘ended 31st October, 1929. 
* DR. CR. 
To Interim Dividend on the “ A”’ Or- | By Balance brought forward........ £58,201 18 11 
dinary Shares at the rate of Six 
per cent. per annum, and Income 
ises SD ni ecitsas cw asiccnas £30,000 0 0 
Final Dividend on the “A” Or- | ,, Profit, after allowing rebate of 
dinary Shares at the rate of Six | Interest and providing for all Bad 
rofit per cent. per annum, and Income and Doubtful Debts, and Income 
ED. ncuecaaeeaaaedeoue 30,000 0 0 | ‘Tax, for the year ended 31st Octo- 
; ,, Dividend on the “ B” Ordinary ber, 1929 ‘dit £167,928 9 1 
9 1 Shares at the rate of Six per cent. Less _ Direc- , 
ef iI per annum, and Income Tax | tors’ Fees ... 8,000 0 0 
hs ME eli npabesccanncekbaees 60,000 0 0 | —_ 159,928 9 1 
2 0 ORE VO PURE «00.6.5 o.0.0506s00000: 25,000 0 0 
Reduction of Premises Account... 5,000 0 O 
» Pensions and Allowances Fund ... 10,000 0 0 
0 0 » Balance carried to Balance Sheet. . 58,130 8 O 
g 0 £218,130 8 0 £218,130, 8 0 


—— 
STATEMENT REQUIRED BY SECTION 126 of the COMPANIES ACT, 1929. 
The profits, so far as they concern the Bank, of Subsidiary ( ompanies have been received by way of Dividends, 
and are included in the above Profit and Loss Account. ‘Otherwise, the Profits and Losses of the Subsidiary 
Companies have been dealt with fully in their own accounts. 
CHURCHILL, Chairman. 
ARTHUR C. D. GAIRDNER, Deputy Chairman and Managing Director. A. E. THORNE, Secretary. 
B. R¢ ILLO, Director. F. J. SULLIVAN, Accountant. 
DIRECTORS. 
The Right Hon. VISCOUNT CHURCHILL, G.C.V.O., Chairman. 
ARTHUR ©. D. GIARDNER, Deputy Chairman and Managing Director. 








8 0 Sir JAMES CAIRD, Bart. » Hon. HENRY D. MCLAREN, C.B.E. 
— NIGEL L. CAMPBELL. The Hon. BERNARD ROLLO. 
Sir GEORGE E. MAY, K.B.E. DUDLEY WARD, C.B.E. 
Rollo, ADVISORY DIRECTORS. 
; Sir ARTHUR A. HAWORTH, Bart. NORMAN L. HIRD. 

heing R. 'T. HINDLEY. Sir EDGAR HORNE, Bart. 

| Sir HARRY McGOWAN, K.B.E. 

| MANAGERS. 

| WILLIAM DEAN. _H. HOPKINS. F. 0. A. SPEED. R. STEPHENSON. DUDLEY WARD, C.B.E. 


DEPUTY MANAGER AND SECRETARY. -A. E. THORNE. 
FOREIGN EXCHANGE DEPARTMENT.—H. W. GURNEY, Chief Operator. 
ACCOUNTANT.—F. J. SULLIVAN. CONTROLLER. -. T. JAMES. 
™ AUDITORS. 
19 2 GEORGE A. TOUCHE & COMPANY, London. McCLELLAND, KER & COMPANY, penion sie and London. 


*’ NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members is Limited.) 


ae HEAD OFFICE : CAIRO. 


5 7 FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND - : : - - . £2,875,000. 








17 2 London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 
nia Branches in all the Principal Towns in 

| EGYPT and the SUDAN. 














— | VOKOHAMA SPECIE BANK, LIMITED. 


ary. ESTABLISHED 1880. (Incorporated in Japan ) 
itant. ccalintiebeaatate jes 

Capital Subscribed and Fully Paid - - Yen 100,000,000 

Reserve Fund - - - Yen 108,500,000 


Head Office : YOKOHAMA. 
BraNcHES and AGENcrgs at Alexandria, Batavia, Bombay, Canton, Calcutta, Changchun, Dairen (Dainy), Fengtien 
L have | (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, Los 
' Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, Rio de Janeiro, 


at the Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
affairs, Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 
Bank. The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 


Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, iamton, E.C.2 
NOHARA, Manager. 











Guaranty Trust Company 
of New York 


A MERGER OF 
NATIONAL B4NK OF COMMERCE IN NEW YORK—GUARANTY TRUST COMPANY OF NEW YORK 
Organized 1839. Organized 1864. 


HE Guaranty Trust Company of New York was one of the first of 

the American Banks to establish a branch outside the United States. 
Its London Office was opened in Lombard Street twenty-eight years ago. 
To-day the bank maintains three London Offices—in Lombard Street, 
Kingsway and Pall Mall—an office in Liverpool, a number of offices in 
the principal cities of Europe, and connections throughout the world. 
The Guaranty Trust Company is thus able to offer unrivalled 
international banking facilities to banks, financial houses and merchants 
engaged in foreign trade. 


The Management of any of the offices will be pleased to explain the Bank’s 
services in detail ov to discuss any individual banking and trading problems. 


32 Lombard Street, E.C.3 


50 Pall Mall, S.W.1 Bush House, Aldwych, W.C.2 
NEW YORK LIVERPOOL PARIS BRUSSELS HAVRE ANTWERP 
Incorporated with limited liability in the State of New York, U.S.A. 
Capital and Surplus $260,000,000 Total Assets exceed $1,858,000,000. 














ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) £2,500,000 RESERVE FUND £2,795,787 
DEPOSITS £44,674,151 


CORRESPCNDENTS VER 200 YEARS OF TOTAL NUMBER 
THROUGHOUT THE pd OF BRANCHES 
ENTIRE WORLD COMMERCIAL BANKING 236 


London—City Office : (49 CHARING CROSS, S.W. 1. 
3 BISHOPSGATE, E.C.2. London—West End Offices} 44 NEW BOND STREET, W.1. 


Head Office: EDINBURGH 


General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 


THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 


CAPITAL £1,250,000 _ RESERVE FUNDS £2,150, = 
Governor: * * * 


Deputy- ener. THE RIGHT HON. THE EARL OF HOME. 


HEAD OFFICE: 38 St. Andrew Square, EDINBURGH. 


REES GRIFFITH THOMAS, General Manager. §R. W. STEVENSON, Secretary. 
Over 190 Branches throughout Scotland. 
London Office: 38 Threadneedle Street, E.C. 2. 


Every Description of Home and Foreign Banking Business transacted. 
AFFILIATED TO BARCLAYS BANK, LIMITED. 
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INTER;>DEPARTMENTAL 
COMMUNICATION — 





The “ Standard” Private Automatic Exchange is 
undoubtedly the finest method of inter-departmental 
communication in existence. Any wanted number 
can be obtained with certainty within three 
seconds. The outstanding advantages of the 
System is that :— 











No operators are required. 





Conversations are secret. 








The System gives unfailing 
service day or night. 


Whether you require but a few lines or many 
hundreds, we can give you the system’ that will 
exactly meet your need. 


Stondard 


AUTOMATIC TELEPHONE SYSTEMS 





Standard Telephones and Cables Limited 
COLUMBIA HOUSE, ALDWYCH, 
LONDON, W.C. 2 


Telephone: Holborn 8765 (20 lines). 








Works: 
HENDON, NORTH WOOLWICH, 
NEW SOUTHGATE. 









Branches : 
BIRMINGHAM, LEEDS, MANCHESTER, 
GLASGOW, LIVERPOOL & DUBLIN. 







(Established 1753) 


ave Mulls & a 


(Registered with un‘imited liabi 
Incorporating, 


CHILD & CO. and HOLT & CO. 


(Established before 1600) (Established 1809) 


BANKERS 


Army and Air Force Agents, Navy and Prize Agents. 





EVERY MODERN BANKING FACILITY. 


Head Office: 67 LOMBARD STREET, E.C.3 


Managing Partners: 
LORD WOLVERTON. 
LAURENCE CURRIE. 
LORD HILLINGDON. 

General the Hon. SIR H. A. LAWRENCE, G.C.B. 
Brigadier-General A. MAXWELL, C.B., C.M.G., D.S.O. 
ERIC GORE BROWNE, D.S.O. 
FREDERICK WILLIAM FANE. 

MARTIN DRUMMOND VESEY HOLT. 





The Bank is prepared to act as REGISTRAR and TRANSFER 

AGENT, being fully equipped with the necessary personnel and 
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A Banker’s Diary 


Mid-October—Mid-November 


On November 3 the Chancellor of the Exchequer 
announced the constitution of the Committee on Finance 
, and Industry, referred to in THE BANKER 
parot ong for November. Besides the Chairman, the 
Rt. Hon. H. P. Macmillan, P.C., K.C., 
the members of the Committee will be : Sir Thomas 
Allen, Mr. Ernest Bevin, Lord Bradbury, G.C.B., Hon. 
R. H. Brand, C.M.G., Professor T. E. Gregory, Mr. 
J. M. Keynes, C.B., Mr. Lennox B. Lee, Mr. Cecil 
Lubbock, Rt. Hon. Reginald McKenna, P.C., Mr. J. T. 
Newbold, Sir Walter Raine, Mr. J. Frater Taylor, and 
Mr. A. A. G. Tulloch. Of these members, five are 
directors of banks, three are representatives of industry 
and trade, two are representatives of labour, two are 
academic economists, and one is a representative of 
co-operation. The banking representatives include one 
director of the Bank of England, three directors of 
joint stock banks, while the Hon. R. H. Brand is a 
managing director of a private banking house as well 
as a director of Lloyds Bank Limited. The full terms 
of reference are “To inquire into Banking, Finance 
and Credit, having regard to the factors, internal and 
international, which govern their operation, and to 
make recommendations calculated to enable these agents 
to promote the development of trade and commerce 
and the employment of labour.” 


THE Organization Committee of the Bank for Inter- 
national Settlements, to be located at Basel, has now 
issued a full text of the Statutes*governing 
its constitution and working. They number 
sixty, divided into seven chapters. The 
objects of the Bank are “‘ to promote the co-operation of 
the Central Banks and provide additional facilities for 
international financial operations; and to act as trustee 
or agent in regard to international financial settlements 
entrusted to it.” The main provisions of the remaining 
Statutes relate to (1) Nature of Business. The Bank may 
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buy and sell gold, hold gold under earmark or custody for 
central banks; make advances to, or borrow from central 
banks against gold or approved securities; discount, 
re-discount, buy or sell bills, cheques, and short-term 
securities; accept current or deposit accounts from 
central banks; act as agent or trustee for central banks, 
and vice versa. Similar transactions may be under- 
taken for other banks and individuals, if the central 
banks concerned do not object. The Bank may not 
issue currency; accept bills; deal with or for Govern- 
ments; acquire predominant interests in business con- 
cerns; indulge in speculative business; or purchase 
gold on the international market. Its assets may 
include bonds, notes, cheques at sight on authorized 
banks, claims in course of collection, deposits at short 
notice in authorised banks, and prime bills. (2) Adminis- 
tration. The Board is to consist of two directors each 
from the seven organizing countries, nine directors 
representing industry and finance nominated by central 
banks of other subscribing countries, and one extra 
director for France and Germany. The Chairman of 
the Board, to hold office for three years, is also President 
of the Bank. Votes are to be determined by the 
volume of each country’s capital subscription. (3) 
Allocation of Profits. Of these 5 per cent. are to be 
applied to a legal reserve, up to one-tenth of the paid-up 
capital; to provide a 6 per cent. cumulative dividend ; 
one-fifth of the remainder to shareholders (maximum 6 per 
cent.); one-half of the remainder to a general reserve 
fund until this equals the paid-up capital, when a specially 
diminishing scale operates; and during the period of 
the Young Plan 75 per cent. of the remainder to creditor 
countries, and 25 per cent. to Germany for reparations 
annuities. (4) Amendment of Statutes. This can be 
done only on specially prescribed conditions. Disputes 
as to interpretation of Statutes are to be submitted to the 
Dawes Interpretation Tribunal. 


THE Treasury announced on November 6 an offer of 
Conversion into 5 per cent. Conversion Loan, 1944-64, 
. _ to the holders of 54 per cent. Treasury 
ee Bonds dated May 15, 1930. The terms 
° provided for an exchange of Treasury 
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Bonds of this maturity into “ fully-paid allotments ” of 
Conversion Loan at par, ex the coupon due November 
15, 1929. These “ fully-paid allotments” were to be 
accepted in connection with the conversion offer to 
holders of 5 per cent. War Loan, 1929-47 as set 
forth in the prospectus. Subscriptions amounted to 
£154,000,000 cash, and £79,000,000 bonds—a total of 
£233,000,000. 


In his inaugural address as President of the Institute 
of Bankers, delivered on November 6, Mr. R. Holland- 
; _. Martin referred to the superiority of the 
Presidential British over the Continental methods of 
Address to. hank lending. Instead of directly 
Institute of aii , : 
Bankers 2@SSociating themselves with industry 
British banks preferred to avoid inter- 
ference, and instead to limit their interest merely to the 
safeguarding of their loans. This policy was not incom- 
patible with maximum support to industry, while when 
repayment was found difficult it permitted of impartial 
advice and assistance on the part of banking experts 
able to survey the problems from a new and detached 
viewpoint. Mr. Holland-Martin also attacked the notions 
that excessive loans were made to the Stock Exchange, 
that support was not given to local industries, and that 
a policy of financial isolation was preferable to that of 
maintaining London as the financial centre of the world. 
Lastly, he referred to the fact that banking opinion in 
general welcomed the proposed inquiry, since although 
British banking was conducted on a thoroughly sound 
basis, it was desirable to explore the possibility of 
improvements. 


As a result of raising the London Bank rate higher than 
the New York rate and the collapse of the American 
Stock Exchange boom, the dollar exchange 
has moved in favour of this country—at 
one time reaching $4.88. The franc 
exchange, on the other hand, although at times erratic, 
has in general failed to register improvement. This 
notwithstanding, the rate of gold outflow both to France 
and Germany has considerably diminished, so that as a 
result also of market purchases by the Bank the Bank 


Foreign 
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Return for the week ending November 20 showed a 
reserve ratio of 33-5 per cent. 


DetTAaILts of the Czechoslovak Currency Reform Bill 
indicate that the buying and selling price of gold has 
been fixed at 44°58 milligrammes of pure 
as gold per crown. The National Bank is 
oe ae given the alternative of converting its 
notes into foreign currencies on the basis of 
the current exchange rate quoted on the Prague Bourse. 
Besides Prague, other branches of the bank are authorized 
to receive gold and will similarly be under an obligation 
to convert all notes presented within twenty-four hours 
after presentation. The gold reserve is to be raised to 
25 per cent. of the notes in circulation plus sight liabilities 
by the end of 1929, to 30 per cent. by the end of 1930, 
and to 35 per cent. by the end of 1935. Of this at least 
one-half must consist of bar gold or Czechoslovak coins. 
Not until the Government’s indebtedness has declined 
to I,000,000,000 crowns may the National Bank be 
permitted to discount Treasury Bills, and then only up 
to 200,000,000 crowns. The present gold reserve is 
above the new legal minimum. 


THE subject of an address by Sir Josiah Stamp, G.B.E., 
given to the Philosophical Institution on November 5, 
was “‘ Money and the Future of Civilization.” 
Sir Josiah pointed out that during the past 
five years gold prices had fallen between 
16-20 per cent., and traced the adverse effects of this 
on the real burden of national and international in- 
debtedness. Assuming that gold continued to be the 
standard currency he concluded by reviewing the possible 
methods of effectively controlling its production, dis- 
tribution and utilization, stressing the importance of 
international action and therefore of the new Bank for 
International Settlements. 


Money and 
Civilization 


AT a recent meeting of the Court of Directors of the 
Bank of England it was decided to recommend the 
re-election as Governor of the Rt. Hon. 

Bank of Montagu Collet Norman, D.S.O., and as 
Deputy-Governor of Sir Ernest Musgrave 


Governorshi : a a 
P Harvey, K.B.E. Mr. Norman has now 
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Ernest Harvey was appointed to be Deputy-Governor in 
March of this year. 


It is expected that Japan will shortly return to an 
effective gold standard, and to this end the embargo 
on gold is to be lifted. According to the 
Japanese ctatement of the Minister of Finance, as 
ol Japan’s gold reserves abroad now amount 
to over £30,000,000, notwithstanding the 
high Japanese price level, it was not expected that the 
£10,000,000 foreign credits arranged a3. a_ precaution 
would be required to support the return; but before 
making a definite announcement it was desirable to obtain 
assurances that Anglo-American money markets would 
be prepared to extend their co-operation and support. 
Meanwhile the yen has registered steady improvement, 
in spite of recent purchases by Japan of Japanese bonds 
in London and New York. 


ARRANGEMENTS have been made for the establishment in 
Paris of an acceptance house which will be organized on 
a similar basis to London acceptance firms 
A French The banks participating in the plan are the 
ee Banque de ]’Union Parisienne, the Banque 
de Paris et des Pays Bas, the Société 
Générale, the Banque Nationale de Crédit and the 
Crédit Commercial de France. The share capital will 
be 100,000,000 francs, of which 25,000,000 francs will 
be paid up, and it is intended to grant acceptance credits 
on a fivefold basis. As a result of the scheme it is hoped 
that the facilities provided by the Paris discount market 
will be greatly extended. 


MOvVEMENTSs in the Montreal exchange have recently been 
adverse, and at one time it rose above $5.00. This is 
ascribed mainly to the restricted exports 
saeanen of wheat, consequent on recent low quota- 
xchange .. ; : : i : 
tions, and to American selling of stocks in 
Montreal. Although Canada’s gold reserves are in excess 
of the legal minimum, an embargo has been imposed on 
the export of gold, 


acted as Governor for ten consecutive years, while Sir 










































A BANKERS DIARY 275 


THE plans of the present Government for dealing with 
the problem of unemployment were revealed to the 
House of Commons by Mr. J. H. Thomas 
on November 4. He announced that 
sanction had been given to schemes in- 
volving an expenditure of {42,000,000 of which 
{10,000,000 were accounted for by schemes of the 
Unemployed Grants Committee, £7,000,000 by grants 
by the Duckham Committee, {21,000,000 by schemes for 
road building and improvement, and {£3,000,000 by 
credits for Colonial Development. Under the first three 
of these heads Mr. Thomas announced that further 
expenditures of respectively £10,000,000, £20,000,000, 
and {16,000,000 were likely to be approved and 
undertaken. 


Unemploy- 
ment 


BANK Rate was raised to 6$ per cent. on September 26, 
lowered to 6 per cent. on October 31, and to 53 per cent. 
on November 21. The average rates on three months 
bills for October 3, 10, 17, 24, and 31, and 
P  noneal November 7 and 14, were respectively 6}, 
cies 64, 63, Ove, 518-58 516-518, and 58-5]}4. 
The attempt of the Bank to “ peg ”’ rates 
with a view to making the higher rate effective was 
abandoned on November 8 in view of the less urgent 
needs of the general monetary situation. 


On October 31 the Amsterdam rate was reduced from 54 
to 5 per cent., the New York rate from 
oe 6 to 5 per cent., and the Irish rate from 
7 to 64 per cent. The Calcutta rate was 
raised on October 31 from 6 to 7 per cent. On November 2 
the Berlin rate was reduced from 7} to 7 per cent., on 
November 4 the Budapest rate from 8 to 7} per cent., 
on November 13 the Brussels rate from 5 to 44 per cent., 
on November 14 the New York rate from 5 to 44 per cent., 
on November 15 the Warsaw rate from g to 83 per 
cent., and the Amsterdam rate from 5 to 44 per cent., 
and on November 21 the Oslo rate from 6 to 54 per cent., 
and the Irish rate from 63 to 6 per cent. 
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The Bank for International 
Settlements 


A Commentary upon the Statutes 


HE Organization Committee of the Bank for 
International Settlements, appointed under The 
Hague Protocol, concluded its work on November 
13. Its task was most difficult, not only because of the 
political considerations involved—especially as concerns 
the location of the Bank—but also because the Committee 
had to strike a fair balance between the need for more 
precise provisions than those given in the Young Report 
and the desire to leave the Board of the Bank with 
a free hand. On the one hand, it was necessary to 
allay the fears of vested interests caused by the attribu- 
tion to the Bank of an almost unlimited sphere of action 
by the Paris Experts, by defining its task more precisely. 
On the other hand, it was highly desirable to give the 
Board a fair amount of freedom. The experiment is 
entirely without precedent, and it would be inexpedient 
to bind the Bank with too rigid rules which would 
necessarily lack any foundation in practical experience. 
As alteration of the essential regulations will be a com- 
plicated process it was advisable to grant the Board a 
certain freedom to adjust the activities of the Bank to 
practical necessities as they arise in the course of 
experience. 

The work of the Organizing Committee provided a 
compromise between the two requirements, though no 
doubt it will be subject to criticism from both sides. As 
a matter of fact, in spite of the rules preventing certain 
transactions and subjecting others to certain conditions, 
the Bank will be able to develop and extend its activities 
largely in accordance with practical necessities. During 
its initial period, the decisions of the Board will be a 
series of compromises, taking conflicting interests into 
accoun:. It would, indeed, be fatal if the Bank were to 
attempt too much, disregarding the legitimate interests 
of those upon whose gcodwill its development will 
largely depend. After all, the main object of the 
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institution is to provide better international financial 
relations. Not rigid rules but recognition of the need 
for a conciliatory policy should prevent the Board from 
trespassing on the interests of others. 

The settlement, at the eleventh hour of the con- 
ference at Baden-Baden, of the much-discussed question 
of the location of the Bank was a welcome surprise, 
although this country has every reason to be disappointed 
at the choice of a centre other than London. The 
British claim to the headquarters of the Bank suffered, 
however, a definite defeat at The Hague, when Mr. 
Snowden missed the opportunity of securing the Bank 
for London. In the circumstances, the choice of Basle 
ought to be regarded as a fairly satisfactory solution 
from a British point of view. It is undoubtedly a purely 
political compromise. On the ground of financial con- 
siderations, the choice would certainly have fallen on 
London as the most suitable centre. As French and 
Belgian interests were determined to oppose to the 
utmost the choice of London, to have upheld the British 
claim wouid have resulted in a deadlock, and would have 
indefinitely delayed the application of the Young Plan. 
As Brussels was opposed by Germany on the ground that 
it would be under French influence, and Amsterdam 
was opposed by both France and Belgium on the ground 
that it would be under too strong German influence, 
Switzerland was the only country the choice of which 
was practicable. 

Although Basle can hardly claim to fulfil the require- 
ments of an ideal international financial centre, this is 
in a way an advantage from a British point of view, since 
the establishment of the Bank will not strengthen any of 
London’s rivals. Moreover, Basle has fewer connections 
with non-European centres than either Amsterdam or 
Paris or Brussels, and for this reason the Bank will have 
to operate largely via London. 

The main advantages of Basle from the point of view 
of the successful development of the Bank are the 
following :—- 

(1) It is politically neutral, and the Bank will be 
comparatively free from the political atmosphere that 
would have surrounded it in Paris or Brussels and, 
to a less extent, even in London or Amsterdam. 


U2 
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(2) Its geographical position is favourable, from the 
point of view of intercourse with the principal European 
countries. 

(3) It has an international atmosphere in which the 
new institution will soon become acclimatized. 


The chief disadvantages of the choice of Basle are 
the following :— 

(1) Its geographical position is not too favourable 
from the point of view of relations with overseas 
centres. As the Bank will not confine itself to Europe, 
this is an important consideration. 

(2) Its foreign exchange market is comparatively 
narrow ; owing to the existence of other financial centres 
in Switzerland. 

(3) For the same reason, and also owing to the system 
of discrimination used by the National Bank against 
bills financing trade between two foreign countries, it 
has no active bill market. 

(4) It has no gold market of its own. 


Possibly, in the course of experience, it will be realized 
that Basle is not an ideal centre for the Bank, and the 
question of a removal of its seat may be raised. Circum- 
stances may alter, and London may eventually be chosen 
as the definite seat of the Bank. Meanwhile Basle ought 
to be regarded as an acceptable choice. 

The Statutes are largely based on the Young Plan— 
some of the articles literally reproduce its words— 
though there are some important omissions, such as 
the reserve ratio provision, and additions, such as the 
prohibition to transact certain kinds of business. We 
propose to reproduce the Statutes in full, together with 
comments upon each clause which requires explanation. 


STATUTES OF THE BANK FOR INTERNATIONAL 
SETTLEMENTS. 


CHAPTER I.—NAME, SEAT AND OBJECTs. 





Article 1. 
There is constituted under the name of the Bank for International 
Settlements (hereinafter referred to as the Bank), a Company limited 
by shares. 
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Article 2. 
The registered office of the Bank shall be situated at Basle, 
Switzerland. 
Article 3. 
The objects of the Bank are :— 

To promote the co-operation of central banks and to provide 
additional facilities for international financial operations; and 
to act as Trustee or Agent in regard to international financial 
settlements entrusted to it under agreements with the parties 
concerned. 


(NotE.—“‘ To provide new facilities for international 
financial operations ’’ is a rather vague indication of the 
activities which the Bank intends to carry on. It might 
possibly be interpreted as referring to the financing of 
reconstruction in countries such as Russia or China, or 
to the exploitation of the natural resources of new 
countries.) 

Article 4. 

As long as the Experts’ Plan of 7th June, 1929, in the form approved 
ee Ce TE PE BE iin ss nccnsnccnsasicnssncnssnnenenncacsiacsnseis (hereinafter 
referred to as the Plan) is in force, the Bank (i) shall carry out the 
functions assigned to it in the Plan; (ii) shall conduct its affairs 
with a view to facilitating the execution of the Plan; and (iii) shall 
observe the provisions of the Plan in the administration and operations 
of the Bank ; all within the limits of the powers granted by the Statutes. 

During the said period the Bank, as trustee or agent for the 
Governments concerned, shall receive, administer and distribute 
the annuities paid by Germany under the Plan; shall supervise and 
assist in the commercialization and mobilization of certain portions 
of the aforesaid annuities ; and shall perform such services in connection 
with the payment of German Reparations and the international 
settlements connected therewith as may be agreed upon by the Bank 
with the Governments concerned. 


(NoTE.—No explicit provision is made for a possible 
inclusion of inter-Allied debt payments among the 
functions of the Bank.) 


CHAPTER II.—CAPITAL. 





Article 5. 


The authorized capital of the Bank shall be 500,000,000 gold Swiss 
francs, equivalent to 145,161,290 grammes fine gold. 

It shall be divided into 200,000 shares of equal gold nominal value. 

The nominal value of each share shall also be expressed on the 
face of each share in terms both of gold Swiss francs and of the currency 
of the country in which it is issued, converted at the gold mint parity. 
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Article 6. 

The subscription of the total authorized capital having been 
guaranteed in equal parts by the Banque Nationale de Belgique, 
the Bank of England, the Banque de France, the Reichsbank, the 
Banca d'Italia, Messrs. X acting in place of the Bank of Japan, and 
Messrs. Y, New York, the Bank may begin business as soon as a 
minimum of 112,000 shares has been subscribed. 

(NotE.—The Bank of Japan is not in a position to 
take a direct participation in the Bank, but will appoint 
a bank to act on its behalf. In the case of the United 
States, the authorities keep aloof from the affair, and the 
bank or banks which are to represent the country will 
act on their own behalf or on behalf of a group of banks. 

The central banks of the five countries plus the banks 
acting on behalf of Japan and the United States will 
thus underwrite the entire share capital. They will 
take at least 56 per cent. of the capital, or 112,000 shares.) 


Article 7. 

(1) During the two years following incorporation the Board of 
Directors of the Bank (hereinafter referred to as the Board) shall 
arrange for the subscription of any unissued portion of the authorized 
capital. 

(2) This unissued portion may be offered to the central banks or 
other banks of countries which have not participated in the original 
subscription. The selection of countries in which such shares shall be 
offered for subscription and the amount to be subscribed in each 
shall be determined by the Board by a two-thirds majority, provided 
that offers of shares shall only be made in countries interested in 
Reparations or in countries whose currencies in the opinion of the 
Board satisfy the practical requirements of the gold or gold exchange 
standard and that the amount issued in any one of these countries 


shall not exceed 8,000 shares. 

(3) The seven Banking Institutions mentioned in Article 6 shall, 
in accordance with their several guarantees, subscribe or arrange 
for the subscription in equal proportions of any part of the authorized 
capital which at the end of two years remains unsubscribed. 

(NoTE.—Central banks which are not on a gold basis 
are allowed at most two years of grace to set themselves 
on a gold basis if they are to participate in the original 

capital of the Bank. It appears from the text that 
central banks of countries interested in Reparations 
are allowed to participate even if they are not on an 
actual gold basis. There are at most 88,000 shares to be 
allotted among the countries other than the seven original 
participants, so that if the maximum participation of 
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any of these countries (8,000 shares) is the rule there will 
be eleven other participants, but there may be more. 
Countries outside Europe—other than the United States 
and Japan—are eligible if they are on a gold or gold 
exchange standard.) 


Article 8. 

(1) Twenty-five per cent. only of the value of each share shall be 
paid up at the time of subscription. The balance may be called up 
at a later date or dates at the discretion of the Board. Three months’ 
me e shall be given of any such calls. 

(2) If a shareholder fails to pay any call on a share on the day 
appointed for payment thereof the Board may, after giving reasonable 
notice to such shareholder, forfeit the share in respect of which the 
call remains unpaid. A forfeited share may be sold on such terms 
and in such manner as the Board may think fit; and the Board may 
execute a transfer in favour of the person or corporation to whom 
the share is sold. The proceeds of sale may be received by the Bank, 
which will pay to the defaulting shareholder any part of the net proceeds 
over and above the amount of the call due and unpaid. 


(NoTE.—It appears that one of the ways in which a 
central bank can withdraw from the Bank for Inter- 
national Settlements is by failing to pay the callable 
portion of the shares.) 


Article 9. 

(1) The capital of the Bank may be increased or reduced on the 
proposal of the Board acting by a two-thirds majority and adopted 
by a two-thirds majority of the General Meeting. 

(2) In the event of an increase in the authorized capital of the 
Bank and of a further issue of shares the distribution among countries 
shall be decided by a two-thirds majority of the Board. The central 
banks of Belgium, England, France, Germany, Italy, Japan, and 
the U.S.A., or some other financial institution of the last-named 
country acceptable to the foregoing central banks, shall be entitled 
to subscribe or arrange for the subscription in equal proportions of 
at least 55 per cent. of such additional shares. 

(3) No part of the amount not taken by the banks of these seven 
countries shall be subscribed in any other country unless it is interested 
in Reparations or at the time of issue its currency, in the opinion 
of the Board, satisfies the practical requirements of the gold or gold 
exchange standard. 

(NOTE. h the time limit for participation in 
the original capital of the Bank has been fixed at two 
years, the possibility of an increase of the Bank’s capital 
enables an indefinite number of additional countries to 


become interested in the Bank.) 
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Article 10. 


In extending invitations to subscribe for capital in accordance 
with Article 7, paragraph 2, or with Article 9, consideration shall be 
given by the Board to the desirability of associating with the Bank 
the largest possible number of central banks. 

(NoTE.—The ideal, no doubt, would be the inclusion 
of all central banks in the world. Presumably, on the 
basis of the precedent of Japan and the United States, 
countries without central banks, such as Canada or 
Australia, may also participate.) 


Article 11. 
No shares shall be issued below par. 


Article 12. 


The liability of shareholders is limited to the nominal value of 
their shares. 

(NoTeE.—Although the legal liability of shareholders 
is limited to the amount subscribed, in reality the central 
banks backing the institution will be morally responsible 
for its liabilities, and would undoubtedly support the 


Bank, if necessary, to the utmost limit of their resources. 
Thus, apart from unforeseen political complications, the 
Bank’s liabilities may be considered “as safe as the 
Bank of England.”’) 
Article 13. 

The shares shall be registered and transferable in the books of 
the Bank. 

The Bank shall be entitled without assigning any reason to decline 
to accept any person or corporation as the transferee of a share. It 
shall not transfer shares without the prior consent of the central bank 


or the institution acting in lieu of a central bank by or through whom 
the shares in question were issued. 


Article 14. 
The shares shal] carry equal rights to participate in the profits of 
the Bank and in any distribution of its assets under Articles 53, 54, 
and 55 of the Statutes. 


Article 15. 


The ownership of shares of the Bank carries no right of voting 
or representation at the general meeting. The right of representation 
and of voting, in proportion to the number of shares subscribed in 
each country may be exercised by the central bank of that country 
or by its nominee. Should the central bank of any country not desire 
to exercise these rights they may be exercised by a financial institution 
of widely recognized standing and of the same nationality appointed 
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by the Board, and not objected to by the central bank of the country 
in question. In cases where there is no central bank, these rights may 
be exercised, if the Board thinks fit, by an appropriate financial 
institution of the country in question appointed by the Board. 

(NotE.—The shareholders other than original sub- 
scribers are thus entirely at the mercy of the Board, 
though in the matter of dividends the latter is very 
closely restricted by the Statutes. The shares may be 
sold in another country without affecting the voting 
right of the central bank or other institution through 
which they were originally issued.) 


Article 16. 

Any subscribing institution or banking group may issue, or cause 

to be issued to the public the shares for which it has subscribed. 
Article 17. 

Any subscribing institution or banking group may issue to the 
public certificates against shares of the Bank owned by it. The form, 
details and terms of issue of such certificates shall be determined by 
the Bank issuing them, in agreement with the Board. 

Article 18. 

The receipt or ownership of shares of the Bank or of certificates 
issued in accordance with Article 17 implies acceptance of the Statutes 
of the Bank and a statement to that effect shall be embodied in the 
text of such shares and certificates. 


Article 19. 
The registration of the name of a holder of shares in the books 


of the Bank establishes the title to ownership of the shares so registered. 


CHAPTER JII.—POWERS OF THE BANK. 





Article 20. 

The operations of the Bank shall be in conformity with the 
monetary policy of the central banks of the countries concerned. 

Before any financial operation is carried out by or on behalf of the 
Bank on a given market or in a given curiency the Board shall afford 
to the central bank or central banks directly concerned an opportunity 
to dissent. In the event of disapproval being expressed within such 
reasonable time as the Board shall specify, the proposed operation 
shall not take place. A central bank may make its concurrence subject 
to conditions and may limit its assent to a specific operation, or enter 
into a general arrangement permitting the Bank to carry on its 
operations within such limits as to time, character and amount as 
may be specified. This Article shall not, however, be read as requiring 
the assent of any central bank to the withdrawal from its market of 
funds to the introduction of which no objection had been raised by it. 
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Any Governor of a central bank, or his alternate or any other 
Director specially authorized by the central bank of the country in 
which he is a national to act on its behalf in this matter, shall, if he is 
present at the meeting of the Board and does not vote against any 
such proposed operation, be deemed to have given the valid assent 
of the central bank in question. 

If the representative of the central bank in question is absent or 
if a central bank is not directly represented on the Board, steps shall 
be taken to afford the central bank or banks concerned an opportunity 
to express dissent. 


(NoTE.—The Bank has to adjust its operations, as 
far as possible, to the requirements of the monetary policy 
of the central bank in whose country or in whose currency 
it intends to operate. The central banks are entitled to 
veto any transaction of the Bank of which they dis- 
approve, with the exception of the withdrawal of funds 
from their country. This exception very greatly reduces 
the practical value of the veto. After all, it is not the 
influx of foreign funds to which central banks would 
object but their withdrawal, though in exceptional cases 
an influx may also be embarrassing. For instance, the 
Bank of France would certainly have objected to an 
influx in 1927 and 1928, previous to the legal stabilization 
of the franc, and the American authorities would have 
vetoed the influx in 1928 and 1929. In most cases, 
however, an influx is welcomed, while a withdrawal is 
often embarrassing. It would, of course, be impracticable 
to restrict the Bank from withdrawing its funds, as that 
would prevent their investment in countries from which 
it is not likely to be allowed to withdraw them. In 
practice, however, it may have to abstain from with- 
drawing its funds, even if there is no legal restriction, so 
as to avoid embarrassing the central bank in question. 

The veto can serve a useful purpose in preventing 
the Bank from investing its funds in a country at an 
inopportune moment, or in a way that does not meet 
with the central bank’s approval. For example, if a 
central bank is desirous of developing a bill market on 
the supply of bills is small it would probably object 
if the Bank for International Settlements were to make 
big purchases, thus preventing the satisfaction of the 
normal demand. 

It is highly probable that a number of agreements 
will be concluded with various central banks as to the 
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circumstances in which they wish to avail themselves 
of the veto. Otherwise the necessity of submitting every 
individual transaction to the approval of the central 
bank concerned—especially in the case of banks which 
are not represented on the Board—would cause con- 
siderable delays, and would handicap the activities 


of the Bank.) 





Article 21. 

The operations of the Bank for its own account shall only be 
carried out in currencies which in the opinion of the Board satisfy 
the practical requirements of the gold or gold exchange standard. 

(NoTE.—No definition of the meaning of gold standard 
or gold exchange standard is given, probably because the 
systems are applied and interpreted in a different sense 
in most countries, so that it would be difficult to find a 
definition that covers all cases. The Board is thus 
given a free hand in determining which currencies are 
on a gold basis.) 





Article 22. 
The Board shall determine the nature of the operations to be 
undertaken by the Bank. The Bank may in particular : 

(a) buy and sell gold coin or bullion for its own account 
or for the account of central banks; 

(b) hold gold for its own account under earmark in central 
banks ; 

(c) accept the custody of gold for account of central banks; 

(d) make advances to or borrow from central banks against 
gold, bills of exchange and other short-term obligations of 
prime liquidity or other approved securities 

(e) discount, rediscount, purchase or sell with or without 
its endorsement bills of exchange, cheques and other short-term 
obligations of prime liquidity, including Treasury Bills and 
other such Government short-term securities as are currently 
marketable ; 

(f) buy and sell exchange for its own account or for the 
account of central banks; 

(g) buy and sell negotiable securities other than shares for 
its own account or for the account of central banks; 

(h) discount for central banks bills taken from their portfolio 
and rediscount with central banks bills taken from its own 
portfolio ; 

(‘) open and maintain current or deposit accounts with 
central banks; 

(j) accept. 

(i) deposits from central ba:ks on current or deposit 
account ; 
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(ii) deposits in connection with trustee agreements that 
may be made between the Bank and Governments in 
connection with international settlements ; 

(iii) such other deposits as in the opinion of the Board 
come within the scope of the Bank’s functions. 

The Bank may also: 

(k) act as agent or correspondent of any central bank ; 

(/) arrange with any central bank for the latter to act as its 
agent or correspondent. If a central bank is unable or unwilling 
to act in this capacity, the Bank may make other arrangements, 
provided that the central bank concerned does not object. If, 
in such circumstances, it should be deemed advisable that the 
Bank should establish its own agency, the sanction of a two-thirds 
majority of the Board will be required ; 

(m) enter into agreements to act as Trustee or Agent in 
connection with international settlements, provided that such 
agreements shall not encroach on the obligations of the Bank 
towards third parties; and carry out the various operations 
laid down therein. 


(NotE.—The striking feature of the list is the 
reciprocal nature of services between the Bank and 
central banks. The Bank is authorized to keep gold 
deposits on behalf of central banks, but also to deposit 
gold with central banks. It is entitled to open current 
or deposit accounts for central banks and with central 
banks. It has the right to rediscount bills presented by 
central banks, and also to present bills from its own 
portfolio for rediscount to central banks. It may 
appoint central banks as its agents, and it may act as 
agent for central banks. Thus, while the relations 
between a central bank and the other banks in the 
same country are more or less one-sided—the central 
bank being essentially a bankers’ bank—those between 
the International Bank and the central banks are based 
on the principle of reciprocity. 

The possibility of keeping gold earmarked with the 
Bank, together with the Bank’s right to keep gold ear- 
marked with the central banks will facilitate the creation 
of an international gold clearing system. While many 
central banks would object to keeping any substantial 
part of their gold stock abroad—even in a neutral 
country—they would be willing to deposit gold with the 
Bank for International Settlements, on condition that 
the latter kept the gold earmarked for the original 
depositor. The balances of gold transfer transactions 
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over a certain period may be adjusted through the 
medium of the Bank. 

Clause (1) makes it clear that the establishment of 
branches will be the exception, only taking place if a 
central bank cannot or does not wish to act as agent of 
the International Bank, and if it does not object to the 
establishment of a branch in its centre.) 


Article 23. 

Any of the operations which the Bank is authorized to carry out 
with central banks under the preceding Article may be carried out 
with banks, bankers, corporations or individuals of any country 
provided that the central bank of that country does not object. 

(NoteE.—The possibility of acquiring direct contact 
with banks, firms, or individuals, with the tacit approval 
of the central bank of the country concerned, is calculated 
to cause some uneasiness among banking interests, as it 
opens up possibilities of competition. In a country 
anxious to encourage the influx of foreign capital, the 
central bank may not object to direct intercourse between 
local firms and the Bank for International Settlements.) 


Article 24. 

The Bank may enter into special agreements with central banks 
to facilitate the settlement of international transactions between them. 

For this purpose it may arrange with central banks to have gold 
earmarked for their account and transferable on their order, to open 
accounts through which central banks can transfer their assets from 
one currency to another and to take such other measures as the Board 
may think advisable within the limits of the powers granted by these 
Statutes. The principles and rules governing such accounts shall be 
fixed by the Board. 

(NotE.—The possibility of reciprocal earmarking of 
gold is already assured in Clauses (0) and (c) of Article 22. 
It does not seem probable that the Bank will aim at 
replacing arbitrage transactions in gold by transfers 
through earmarkings and releases. The operations to be 
carried out through the international gold clearing system 
to be organized by the Bank will merely take the place of 
movements which are now classed as “ special trans- 
actions.” It would be a fatal mistake, indeed, to attempt 
to interfere with the automatic character of international 
gold movements. 

As for the facilities to be given to central banks to 
transfer their assets from one currency to another, they 
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will probably be based.on arrangements similar to those 
concluded by the Reichshank with most European 
central banks concerning international transfer of funds 
on behalf of its customers.) 








Article 25. 






The Bank may not: 
(a) issue notes payable at sight to bearer ; 
(b) “accept” bills of exchange ; 
(c) make advances to Governments ; 

(d) 

( 





d) open current accounts in the name of Governments ; 

e) acquire a predominant interest in any business concern ; 

(f) except so far as is necessary for the conduct of its own 
business, remain the owner of real property for any longer 
period than is required in order to realize to proper advantage 
such real property as may come into the possession of the Bank 
in satisfaction of claims due to it. 







(NoTE.—Banking interests would have preterred to 
include in the Statutes a clause to the effect that the 
bank may not compete with existing banking institutions, 
but although it is the intention of the authors of the 
scheme to avoid competition as far as possible it would 
be impossible to include any such provision in the 
Statutes, as it would paralyse the activities of the Bank. 

The fact that the Bank is not entitled to issue inter- 
national currency may disappoint a small number of 
idealists who believe that conditions have advanced 
sufficiently for such a reform, but practical business 
opinion would unanimously condemn any attempt at a 
revolutionary innovation of that kind. 

The clause excluding the Bank from acceptance 
business should reassure those who feared that a new 
powerful rival would appear in this highly competitive 
branch of banking. It will not, however, prevent the 
Bank from competing in financing foreign trade, since, 
in virtue of Article 22, it is entitled to discount or buy 
bills, while Article 23 enables it to grant other kinds of 
credits to banks and business firms. It is not expected, 
however, that the Bank will avail itself of this night to 
any great extent. 

Although the Bank will not be at libery to open current 
accounts in the name of Governments it will handle 
time deposits of Governments. It is not allowed to 
make advances to Governments, but it is at liberty 
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to buy marketable Treasury Bills, or to grant advances 
to central banks on the security of Treasury Bills. 

Clauses (e) and (f) are calculated to reassure those 
who feared that the Bank might develop into an inter- 
national super-trust controlling the vital resources of 
economic life. 

Article 26. 

The Bank shall be administered with particular regard to main- 
taining its liquidity, and for this purpose shall retain assets appropriate 
to the maturity and character of its liabilities. Its short-term liquid 
assets may include bank notes, cheques payable on sight drawn on 
first-class banks, claims in course of collection, deposits at sight or 
at short notice in first-class banks, and prime bills of exchange of 
not more than ninety days usance, of a kind usually accepted for 


re-discount by central banks. 
The proportion of the Bank’s assets held in any given currency 
shall be determined by the Board with due regard to the liabilities 


of the Bank. 

(NoTE.—It is interesting to note that, while the 
Young Plan made elaborate provisions fixing the 
minimum ratio of gold and foreign exchange to be held 
against various classes of liabilities, the Organizing 
Committee did not consider such provisions necessary, 
and confined itself to declaring the principle of main- 
taining due liquidity. This departure from the Young 
Plan is justified from both theoretical and practical 
points of view. The Bank for International Settlements 
is not a bank of issue. Although it cannot be classed 
with any of the existing categories of banks, its nearest 
equivalents are commercial banks on the British model. 
There is no need, therefore, for fixing a minimum reserve 
ratio any more than for commercial banks whose con- 
ditions of liquidity are governed by habits and traditions. 
Moreover, as the Young Plan admits the inclusion in the 
minimum reserve of foreign exchange convertible directly 
or intermediately into gold, the provision would have had 
little practical significance, as in any case the Bank will 
have to keep all of its assets in currencies on a gold 
basis. It would have been a mistake to prescribe a 
minimum gold reserve, not only because it would have 
increased the demand for gold, but also because it would 
have unjustifiably reduced the earning capacity of the 
Bank. While it is reasonable to demand that a bank of 
issue should lose interest on gold reserves it would be 
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unfair to expect this of a commercial bank which has 
not the benefit of granting interest-bearing loans through 
the medium of its own note issue. 

The list of items which the Bank may include among 
its liquid assets includes practically all assets—apart 
from fixed deposits and a few others—which it is entitled 
to hold. Thus, even though the Bank will maintain a 
higher percentage of liquidity than that usually main- 
tained by commercial banks, it will have an almost 
unlimited possibility of creating credit. This constitutes 
the real significance of its activities, but is a source of 
danger which requires very careful consideration. 

Although the Board is allowed a free hand in deter- 
mining the maximum to be invested in any particular 
kind of currency, it will have to pay due regard to the 
distribution of its liabilities according to currencies.) 


CHAPTER [V.—MANAGEMENT. 





Article 27: 
The administration of the Bank shall be vested in the Board. 
Article 28. 

The Board shall be composed as follows : 

(rt) The Governors for the time being of the central banks of 
Belgium, France, Germany, Great Britain, Italy, Japan and the 
United States of America (hereinafter referred to as ex-officio Directors), 
or if any of the said Governors are unwilling or unable to hold office, 
their respective nominees (hereinafter referred to as substitute 
nominees). 

The tenure of office of a substitute nominee shall be within the 
discretion of the Governor by whom he is appointed, but shall terminate 
in any case when that Governor vacates office. 

Any ex-officio Director may appoint one person as his alternate 
who shall be entitled to attend and exercise the powers of a Director 
at meetings of the Board if the Governor himself is unable to be 
present. 

(2) Seven persons representative of finance, industry or commerce, 
appointed one each by the Governors of the central banks mentioned 
in sub-clause {1) and being of the same nationality as the Governors 
who appoint them. 

During the continuance of the liability of Germany to pay reparation 
annuities, two persons of French and German nationality respectively, 
representative of industry or commerce, appointed by the Governors 
of the Bank of France and of the Reichsbank respectively, if they 
so desire. ; : 

If for any reason the Governor of any of the seven institutions 
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above mentioned is unable or unwilling to serve as Director, or to 
appoint a substitute nominee under sub-clause (1) or to make an 
appointment under sub-clause (2) the Governors of the other institutions 
referred to or a majority of them may invite to become members of 
the Board two nationals of the country of the Governor in question, 
not objected to by the central bank of that country. 

Directors appointed as aforesaid other than ex officio Directors 
or their substitute nominees shall hold office for three years but shall 
be eligible for reappointment. 

(3) Not more than nine persons to be elected by the following: 
procedure :— 

The Governor of the central bank of every country, other than 
those mentioned in sub-clause (1), in which capital has been subscribed 
at the time of incorporation shall be entitled to submit a list of four 
candidates of his own nationality for directorship, which may include 
hisownname. Two of the candidates on each list shall be representative 
of finance, and the other two of industry or commerce. From these 
lists the Board may elect, by a two-thirds majority, not more than 
nine persons. 

The Directors so elected shall be divided by lot into three groups, 
as nearly as may be equal in number, of which one group shall retire 
at the end of the first, one at the end of the second, and one at the 
end of the third financial year of the Bank. The retiring Directors 
shall be eligible for re-election. 

At the first meeting of Directors in the second and succeeding 
financial years the Board may elect by a two-thirds majority not 
more than three Directors from a panel of candidates composed of 
lists of persons with similar qualifications to those specified in con- 
nection with the first election. The Governors of the central banks 
of every country, other than those mentioned in sub-clause (1), in 
which capital has at the date of such meeting been subscribed shall be 
entitled to submit a list of four persons to be included in the panel. 
Directors so elected shall hold office for three years, but shall be 
eligible for re-election. 

If in any of the countries referred to in the preceding paragraph 
there is no central bank, the Board by a two-thirds majority may 
nominate an appropriate financial institution to exercise the right of 
submitting a list of candidates for election. 


(NotE.—The predominance of the seven original 
founders in the Board of Directors is assured, but this 
should not give the impression that the interests of the 
other countries are likely to be sacrificed. The seven 
principal participants are likely not to be unanimous on 
many vital questions, and all of them are likely to seek 
the alliance of the representatives of minor participants. 
It is to be feared that the selection of the nine directors 
representing the minor participants will be most difficult 
by reason of political exigencies and considerations of 
prestige. It would seem to be desirable to lay down 

x 
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certain principles as to the grouping of minor participants. 
For instance, Scandinavian central banks might form 
a group which would be entitled to a seat; it would 
then be for the members of the group to decide between 
themselves who should represent them.) 


Article 29. 

In the event of a vacancy occurring on the Board for any reason 
other than the termination of a period of office in accordance with 
the preceding Article the vacancy shall be filled in accordance with 
the procedure by which the member to be replaced was selected. 
In the case of Directors other than ex officio Directors, the new 
Director shall hold office for the unexpired period only of his pre- 
decessor’s term of office. He shall, however, be eligible for re-election 
at the expiration of that term. 

Article 30. 

Directors must be ordinarily resident in Europe or in a position 
to attend regularly at meetings of the Board. 

(NotE.—The predominantly European character of 
the Bank is ensured by above article.) 


Article 31. 

No person shall be appointed or hold office as a Director who is 
a member or an official of a Government, or is a member of a legislative 
body, unless he is the Governor of a central bank. 

(NotE.—The object of this article is to safeguard the 
Bank from interference on the part of Governments. 
Possibly an exception will later be made, by means of 
an amendment, in favour of Government officials in 
countries on a gold basis where a Government depart- 
ment fulfils the functions of the central bank.) 


Article 32. 

Meetings of the Board shall be held not less than ten times a 
year. At least four of these shall be held at the registered office of 
the Bank. 

(NoteE.—The reason why the minimum number of 
Board meetings has been fixed at ten instead of twelve is 
possibly that no Board meetings are expected to be held 
during the dead season. It may, however, have a different 
significance. Four of these meetings are to be held at 
Basle, presumably before and after the quarterly meetings 
of the Finance Committee of the League, as a number of 
members of the Finance Committee are likely to be 
appointed to the Board of the Bank. As to the place of 
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the remaining six meetings, probably each of the principal 
countries will take its turn, with the exception of Japan 
owing to her distance. There is no reason why one 
Board meeting a year should not be held in the United 
States, considering that the Governors of many central 
banks pay an annual visit to New York in any case.) 


Article 33. 


A member of the Board who is not present in person at a meeting 
of Directors may give a proxy to any other member authorizing him 
to vote at that meeting on his behalf. 


Article 34. 

Unless otherwise provided by the Statutes, decisions of the Board 
shall be taken by a simple majority of those present or represented 
by proxy. In the case of an equality of votes, the Chairman shall have 
a second or casting vote. 

The Board shall not be competent to act unless a quorum of Direc- 
tors is present. This quorum shall be laid down in a regulation adopted 
by a two-thirds majority of the Board. 


Article 35. 


The members of the Board may receive, in addition to out-of-pocket 
expenses, a fee for attendance at meetings and/or a remuneration, 
the amounts of which will be fixed by the Board, subject to the 
approval of the General Meeting. 


Article 36. 


The proceedings of the Board shall be summarized in minutes 
which shall be signed by the Chairman. 

Copies of or extracts from these minutes for the purpose of pro- 
duction in a Court of Justice must be certified by the General Manager 
of the Bank. 

A record of decisions taken at each meeting shall be sent within 
eight days of the meeting to every member. 


Article 37. 

The Board shall represent the Bank in its dealings with third 
parties and shall have the exclusive right of entering into engagements 
on behalf of the Bank. It may however delegate this right to a member 
or members of the Board or of the permanent staff of the Bank, 
provided that it defines the powers of each person to whom it delegates 
this right. 

Article 38. 


The Bank shall be legally committed vis-3-vis third parties by the 
signature of the President or by two signatures either of members 
of the Board or of members of the staff who have been duly authorized 
by the Board to sign on its behalf. 

x2 
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Article 39. 

The Board shall elect from among its members a Chairman and 
one or more Vice-Chairmen, one of whom shall preside at meetings 
of the Board in the absence of the Chairman. 

The Chairman of the Board shall be President of the Bank. 

He shall hold office for three years and shall be eligible for 
re-election. 

Subject to the authority of the Board, the President will carry 
out the policy and control the administration of the Bank. 

He shall not hold any other office which, in the judgment of the 
Board, might interfere with his duties as President. 

(NoTE.—It appears that the Chairman of the Board 
is at the same time the managing director of the Bank. 
It is a full-time post, with wide powers.) 


Article 40. 

At the meeting of the Board at which the election of a Chairman 
is to take place, the Chair shall be taken by the oldest member of 
the Board present. 

Article 41. 

A General Manager shall be appointed by the Board on the proposal 
of the President. He will be responsible to the President for the 
operations of the Bank and will be the chief of its operating staff. 

The Heads of Departments, and any other officers of similar rank, 
shall be appointed by the Board on recommendations made by the 
President after consultation with the General Manager. 

The remainder of the staff shall be appointed by the General 
Manager with the approval of the President. 

(NotE.—The sphere of action of the General Manager 
is apparently confined to administrative duties, while 
questions of major importance will be decided by the 
President.) 

Article 42. 

The departmental organization of the Bank shall be determined 
by the Board. 

(NotE.—It is understood that the Bank will comprise 
two principal departments, viz., the Reparations Depart- 
ment and the Banking Department. The staff of the 
former will be recruited from the staff of existing 
Reparations offices.) 

Article 43. 

The Board may, if it thinks fit, appoint from among its members 

an Executive Committee to assist the President in the administration 


of the Bank. 
The President shall be a member and ex officio Chairman of this 


Committee. 
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Article 44. 
The Board may appoint advisory committees chosen wholly or 
partly from persons not concerned in the Bank’s management. 
Article 45. 
As long as the Plan is in force, the Board shall convene the Special 
Advisory Committee referred to in the Plan, upon receipt of the 
notice therein provided for. 


CHAPTER V.—GENERAL MEETING. 





Article 46. 

General Meetings of the Bank may be attended by nominees of the 
central banks or other financial institutions referred to in Article 15. 

Voting rights shall be in proportion to the number of shares 
subscribed in the country of each institution represented at the 
meeting. 

The Chair shall be taken at General Meetings by the Chairman of 
the Board or in his absence by a Vice-Chairman. 

At least three weeks’ notice of General Meetings shall be given 
to those entitled to be represented. 

Subject to the provisions of these Statutes, the General Meeting 
shall decide upon its own procedure. 

Article 47. 

Within three months after the end of each financial year of the 
Bank, an Annual General Meeting shall be held upon such date as the 
Board may decide. 

The meeting shall take place at the registered office of the Bank. 

Voting by proxy will be permitted in such manner as the Board 
may have provided in advance by regulation. 

(NotE.—The countries holding minor participations in 
the Bank are in a better position to make themselves 
felt at the shareholders’ meeting than at the Board 
meetings. While they hold up to 44 per cent. of the 
shares, they possess only 36 per cent. of the votes at a 
Board meeting, disregarding the casting vote of the 
President.) 

Article 48. 

The Annual General Meeting shall be invited : 

(a) to approve the Annual Report, the Balance Sheet upon 
the Report of the Auditors, and the Profit and Loss Account, 
and any proposed changes in the remuneration, fees or allowances 
of the members of the Board; 

(b) to make appropriations to reserve and to special funds ; 
and to consider the declaration of a dividend and its amount ; 

(c) to elect the auditors for the ensuing year and to fix their 
remuneration; and 
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(d) to discharge the Board from all personal responsibility 
in respect of the past financial year. 
Article 49. 

Extraordinary General Meetings shall be summoned to decide 

upon any proposals of the Board : 
(a) to amend the Statutes; 
(b) to increase or decrease the capital of the Bank; 
(c) to liquidate the Bank. 

(NoTE.—The scope of shareholders’ meetings seems 
to be identical with that of an ordinary company. As 
the Bank cannot be liquidated until the Young Plan has 
been carried out—or until another Reparations plan is 
adopted in its place—and the essential alterations of the 
Statutes is left to the seven Governments responsible for 
the establishment of the Bank, while matters of current 
policy are decided by the Board, the shareholders’ 
meetings are of comparatively little significance. Their 
main interest will be that they will provide an oppor- 
tunity for countries not represented on the Board to 
state their grievances and desiderata.) 


CHAPTER VI.—-ACCOUNTS AND PROFITS. 





Article 50. 

The financial year of the Bank will begin on Ist April and end 
on 31st March. The first financial period will end on 31st March, 1931. 

(NotrE.—The business year of the Bank coincides with 
the fiscal year of several participating countries, among 
others Great Britain. It is hoped that, by April 1, 1930, 
the Bank will be able to open business.) 

Article 51. 

The Bank shall publish an Annual Report, and at least once a 
month a Statement of Account in such form as the Board may 
prescribe. 

The Board shall cause to be prepared a Profit and Loss Account 
and Balance Sheet of the Bank for each financial year in time for 
submission to the Annual General Meeting. 

(NoTE.—It is to be hoped that the annual balance 
sheets and monthly returns will convey full information 
as to the amounts of gold earmarked, as well as other 
important details.) 

Article 52. 

The Accounts and Balance Sheet shall be audited by independent 

auditors. The auditors shall have full power to examine all books 





THE INTERNATIONAL BANK 297 


and accounts of the Bank and to require full information as to all 
its transactions. The auditors shall report to the Board and to the 
General Meeting and shall state in their Report :— 
(a) whether or not they have obtained all the information 
and explanations they have required; and 
(6) whether, in their opinion, the Balance Sheet dealt with 
in the Report is properly drawn up so as to exhibit a true and 
correct view of the state of the Bank’s affairs according to the 
best of their information and the explanations given to them 
and as shown by the books of the Bank. 


Article 53. 
The yearly net profits of the Bank shall be applied as follows :— 

(a) five per cent. of such net profits or such proportion of 
five per cent. as may be required for the purpose, shall be paid 
to a Reserve Fund called the Legal Reserve Fund until that 
Fund reaches an amount equal in value to ten per cent. of the 
amount of the paid-up capital of the Bank for the time being ; 

(5) thereafter such net profits shall be applied in or towards 
the payment of a dividend of six per cent. per annum on the 
amount of the paid-up capital of the Bank. This dividend shall 
be cumulative ; 

(c) as to the residue (if any) of such net profits twenty per 
cent. shall be paid to the shareholders until a maximum further 
dividend of six per cent. (which shall be non-cumulative) is 
reached, provided that the Board may in any year withhold 
all or any part of this additional payment and place it to the 
credit of a special dividend reserve fund for use in maintaining 
the cumulative six per cent. dividend provided for in the preceding 
paragraph or for subsequent distribution to the shareholders ; 

(d) after making provision for the foregoing, one-half of the 
yearly net profits then remaining shall be paid into the General 
Reserve Fund of the Bank until it equals the paid-up capital. 
Thereafter forty per cent. shall be so applied until the General 
Reserve Fund equals twice the paid-up capital; thirty per cent. 
until it equals three times the paid-up capital; twenty per 
cent. until it equals four times the paid-up capital; ten per 
cent. until it equals five times the paid-up capital; and from 
that point onward, five per cent. 

In case the General Reserve Fund, by reason of losses or by 
reason of an increase in the paid-up capital, falls below the 
amounts provided for above after having once attained them, 
the appropriate proportion of the yearly net profits shall again 
be applied until the position is restored. 

(e) as long as the Plan is in force any remainder of the net 
profits after meeting the foregoing requirements shall be disposed 
of as follows :— 

(i) as to seventy-five per cent. to such of the Governments 
or central banks of Germany and the countries entitled 
to share in the annuities payable under the Plan as have 
maintained time deposits at the Bank subject to with- 
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drawal in not less than five years from the time of deposit 
or after four years on not less than one year’s notice. 
This sum shall be distributed annually in proportion 
to the size of the deposits maintained by the respective 
Governments or central banks in question. The Board 
shall have the power to determine the minimum deposit 
which would justify the distribution provided for ; 
(ii) as to twenty-five per cent. as follows :— 

If the German Government elects to make a long-term 
deposit with the Bank withdrawable only on the terms 
specified under sub-clause (i) above and amounting to 
the minimum sum of 400,000,000 reichsmarks, the said 
twenty-five per cent. shall go into a Special Fund, to be 
used to aid Germany in paying the last twenty-two 
annuities provided for in the Plan. 

If the German Government elects to make such 
long-term deposit amounting to a sum below 400,000,000 
reichsmarks, the participation of the German Government 
shall be reduced in proportion, and the balance shall be 
added to the seventy-five per cent. referred to in sub- 
clause (i) above. 

If the German Government elects not to make any 
such long-term deposit, the said twenty-five per cent. 
shall be distributed as provided in sub-clause (i) above. 

The Special Fund referred to above shall carry 
compound interest reckoned on an annual basis at the 
maximum current rate paid by the Bank on time 
deposits. 

If the Special Fund should exceed the amount 
required to pay the last twenty-two annuities, the 
balance shall be distributed among the creditor 
Governments as provided for in the Plan. 

(f) at the expiration of the period referred to in the first 
paragraph of sub-clause (e) the disposal of the remainder of 
the net profits referred to in sub-clause (e) shall be determined 
by the General Meeting on the proposal of the Board. 


(NoTE.---These provisions, which, except Clause (c), 
are virtually the same as in the Young Plan, secure a 
fair remuneration upon the capital invested, and a very 
conservative reserve policy. It is doubtful whether in 
the first few years there will be much left over to 
remunerate the deposits of Germany and the Allied 
Governments, or to accumulate for the reduction of 
last 22 Young annuities. 

Article 54. 

The General Reserve Fund shall be available for meeting any 
losses incurred by the Bank. In case it is not adequate for this purpose, 
recourse may be had to the Legal Reserve Fund provided for in 


Article 53 (a). 
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These reserve funds in the event of liquidation, and after the 
discharge of the liabilities of the Bank and the costs of liquidation, 
shall be divided among the shareholders. 


CHAPTER VII.—GENERAL PROVISIONS. 





Article 55. 

The Bank may not be liquidated except by a three-fourths 
majority of the General Meeting. It shall not in any case be liquidated 
before it has discharged all the obligations which it has assumed 
under the Plan. 

Article 56. 

(1) If any dispute shall arise between the Bank, on the one side, 
and any central bank, financial institution, or other bank referred to 
in the present Statutes, on the other side, or between the Bank and its 
shareholders with regard to the interpretation or application. of the 
Statutes of the Bank, the same shall be referred for final decision to the 
Interpretation Tribunal established under the London Agreement 
of 30th August, 1924, as constituted by the Final Protocol of 


(2) In the absence of agreement as to the terms of submission 
either party to a dispute under this Article may refer the same to 
the Tribunal, which shall have power to decide all questions (including 
the question of its own jurisdiction) even in default of appearance 
by the other party. 

(3) The Tribunal shall lay down its own procedure. 

(4) Before giving a final decision and without prejudice to the 
questions at issue, the President of the Tribunal or, if he is unable 
to act in any case, a member of the Tribunal to be designated by him 
forthwith, may, on the request of the first party applying therefor, 
order any appropriate provisional measures in order to safeguard the 
respective rights of the parties. 

(5) The provisions of this Article shall not prejudice the right 
of the parties to a dispute to refer the same by common consent to 
the President or a member of the Tribunal as sole arbitrator. 


Article 57. 


In all cases not covered by the preceding Article or by some other 
provision for arbitration the Bank may proceed or be proceeded against 
in any court of competent jurisdiction. 


Article 58. 
For the purposes of these Statutes :— 

(r) Central bank means the bank in any country to which 
has been entrusted the duty of regulating the volume of currency 
and credit in that country; or, where a banking system has 
been so entrusted, the bank forming part of such system which 
is situated and operating in the principal financial market of that 
country. 
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(2) The Governor of a central bank means the person who 
subject to the control of his Board or other competent authority 
has the direction of the policy and administration of the Bank. 

(3) A two-thirds majority of the Board means not less 
than two-thirds of the votes (whether given in person or by 
proxy) of the whole directorate. 

Article 59. 

Amendments of any Articles of these Statutes other than those 
enumerated in Article 60 may be proposed by a two-thirds majority 
of the Board of Directors to the General Meeting and if adopted by 
a majority of the General Meeting, shall come into force, provided 
that such amendments are not inconsistent with the provisions of the 
Articles enumerated in Article 60. 

Article 60. 

Articles 2, 3, 4, 9, 15, 20, 25, 28, 46, 53, 56, 59, and 60 cannot 
be amended except subject to the following conditions: The amend- 
ment must be adopted by a two-thirds majority of the Board, approved 
by a majority of the General Meeting and sanctioned by a law 
supplementing the Charter of the Bank. 

(NotE.—The fundamental articles of the Statutes, 
which can only be altered with the approval of the 
seven Governments, are those determining the location 
of the Bank, its objects, its réle as to Reparations, the 
increase of its capital, the voting right of shares, the 
central banks’ veto, the list of forbidden transactions, 
the constitution and functions of the Board of Directors 
and of the shareholders’ meeting, the distribution of 
profits, the arbitration in case of conflict, and the 
modification of Statutes. It will in any case be highly 
complicated and most difficult to alter the Statutes.) 

It does not seem likely that the second part of the 
Conference of The Hague, which will be held, probably, in 
January, will make any important alterations in these 
draft Statutes. In the course of experience, their short- 
comings may become evident—in fact, it would be a 
miracle if statutes drafted in the complete absence of 
precedents would fully meet practical requirements. In 
view of the difficulty involved in making essential altera- 
tions, the interpretation of the Statutes by the Board is 
of great importance. Difficulties and conflicts are likely 
to arise, especially at the beginning, but it is to be hoped 
that they will be dissolved in a spirit of conciliation, 
without which even the best Statutes, drafted with a 
super-human foresight, could not prevent the Bank from 
failing to attain its objects. 
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American Banking and the Panic 
of 1929 
By H. Parker Willis 


N many ways, October, 1929, has been exceptionally 

memorable in the history of American banking. 

It will always be memorable historically because 
of the actual events of the month and the way in which 
the banks found it necessary to deal with them. It 
will be even more important, financially and contem- 
poraneously, because of the fact that, during that 
month, many influences that had been gradually coming 
to a head finally converged to produce an unprecedented 
stock-market collapse. It will also undoubtedly be 
significant in future banking discussion as a month in 
which the foundation was laid for an entirely new 
policy, which practically must be adopted regardless of 
the banks’ own inclinations. All this makes it im- 
portant to trace exactly what American banks and 
bankers had been doing prior to the breakdown in 
October 1929, and what the facts of that breakdown 
have thus far exhibited. 

As is well known, banking experience of the past 
two years in the United States has been an experience 
of almost continuous inflation. Although this inflation 
has been steadily denied by many banking authorities, 
it has been evident from the first that such denials 
were technical merely, and that they really amounted 
to nothing save in so far as they exerted an influence 
upon public opinion. Moreover, the larger banks and 
more influential bankers have undoubtedly foreseen 
the probable arrival of a time when they would be 
called upon to relieve, so far as possible, the necessities 
of the investment and speculative community. Some 
of the banks have, accordingly, been putting themselves 
into position to meet such strains as promptly and 
effectually as possible, and they have thus differentiated 
themselves quite markedly from the rank and file of 
the banking institutions of the country. As for the 
Reserve banks, they have, as is well known, pursued 
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a fluctuating and insincere policy, sometimes assisting 
market speculation, and at other times apparently 
repressing it, so far as they could, but never exerting 
any general influence toward the establishment of 
. sound canons of banking management. The result, 
of course, has been to produce very great changes 
in the portfolios of the banks of the country between 
the final moment when the pre-panic period ended, 
and the moment when what may be called the first 
stage or phase of the panic itself came to a close, at 
the end of the month of October, with the shutting 
of the New York Stock Exchange for a two-day holiday. 
In order to observe exactly what thus happened, the 
following tables showing the condition of member banks 
and of Federal Reserve banks, with comparisons based 
on a year ago, at the opening and end of October, are 
submitted :— 
A summary of the principal assets and liabilities of 
the Reserve banks for October 30, together with changes 
during the week and the year :—- 


(In thousands of dollars.) 


Oct. 30, 





Increase or decrease since 





1929. 


Sept. 25 
1929. 


Sept. 26, 
1928. 


Oct. 31, 
1928. 





Total reserves 
Gold reserves “ 
Total bills and securities 
Bills discounted—-total 
Secured by U.S. Govern- | 
ment obligations 
Other bills discounted 
Bills bought in open market | 
U.S. Government securities | 
—total .. 
Bonds 
Treasury notes 
Certificates of indebtedness| 
Federal reserve notes in circu- | 
lation 
Total deposits. . ‘ 
Members’ reserve deposits 
Government deposits 





| 3,177,008 | 


| 1,648,742 | 


3,020,951 | 
991,038 


532,388 
458,050 
339,885 


292,688 
81,261 
120,294 
91,133 


,880, 192 | 
,090,47I 
,651,608 | 

18,967 








3,162,175 
2,997,507 
1,375,497 

944,399 


443,214 
501,185 


263,934 


152,059] 
37,660 | 


87,050 |- 


27,349 


1,837,899 | 


2,440,160 ih 
2,364,434 |+ 
55,285 | + 





| ++ 391,113) 


t 304,505) 4 


132,330|-+ 
66, 367| + 


166,929 


100, 562) + 
515 


76,973|/+ 


15,717 
2,172 


59,084] + 


+ 404,012 
- 379,855 
45,200 
58, 707 
29,708 


88,475 
100,491 


65,589 
27,902 

1,288 
38,975 


+ 156,318)+ 


42,586 


80,010} 4 
48,622)+ 
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A summary of the principal assets and liabilities of 
weekly reporting member banks for October 30, together 
with changes during the week and the year :— 


(In millions of dollars.) 





Increase or decrease since 





Oct. 2, 
1929. 


Oct... 3; 
1928. 


Oct. 31, 
1928. 


Oct. 30, 
1929. 





r 2,493 
+ 2,857 
2,221 
636 
455 
345 
110 
252 


Loans and investments—total 
Loans—total 
On securities 
All other 
Investments—total sc 
U.S. Government securities | 
Other securities 
Reserve with F.R. Banks 
Cash in vault .. 
Net demand deposits. . 
Time deposits . . ‘ 
Government deposits. . 
Due from banks 
Due to banks .. Sh s 
Borrowings from F.R. Banks 


24,431 
18,934 
9,179 
9,755 
5,490 
2,682 
2,814 
I 990 

269 { 20 
15,110 3,29: + + 1,785 
6,868 ,825 + 3 

127 - 8 
103 
215 
20 


1,257 7 q T 
3,290 = 7 
729 7 + 

















RECORD OF BROKERS’ LOANS. 


The compilations of the Stock Exchange from the 
beginning of 1926 up to the end of October follow :— 





Demand Loans. 


Time Loans. 


Total Loans. 





1920. 
January 30 
September 30 
October 31.. 


1927. 
January 31 
September 30 
October 31.. 


1928. 
January 31 
September 30 
October 31.. 





an 


> 

516,960,599 
2,419,200,724 
2,289,430,450 


2,328,340,338 
3,107,674,325 
3,023,238,874 


3,392,873,281 
4,689,551,974 
5,115,727,534 





$ 
990,213,555 
799,730,286 
821,740,475 


810,446,000 


896,953,245 
922,898,500 


1,027,479,260 
824,087,711 
763,993,528 





$ 
3,513,174,154 
3,218,937,010 
3,1I1,176,925 


3,138,786,338 
3,914,627,570 
3,946,137,374 


4,420,352,541 
5,513,039,085 
5,879,721,062 
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Demand Loans.| Time Loans. | Total Loans. 





1929. 
January 31 
February 28 
March 30 .. 
April 30 
May 31 
June 30 
July 31 
August 31 . 
September 30 
October 30. . 


is 
| 


. | 6,444,459,079 | 
. | 6,870,142,664 | 
| 7,161,977,972 | 
7 ,831,991,269 | 
| 5,238,028,979 


$ 


5,982,672,410 | 
-+ | 5,948,149,410 | 
. | 6,209,998,520 | 
6,203,712,115 | 
6,099,920,475 | 





$ | 
752,491,831 | 
730,396,507 
594,458,888 
571,218,280 | 
505,217,450 
626,762,195 | 
603,651,630 | 
719,041,454 | 
717,392,710 | 
870,795,889 | 


$ 
6,735,164,242 
6,678,545,917 
6,804,457,408 
6,774,930,395 
6,665,137,925 
7,071,221,275 
7:473,794,294 
7, 881,619,426 
8,549,383,979 
6,108 824,886 


"| 





The figures speak for themselves; and they illustrate 
both the enormous development of security loans and 
brokers’ loans, and also the striking recession which has 
brought about by the cancellation during the height of the 
panic of more than a thousand millions of brokers’ loans, 
so that for the month, as a whole, the aggregate reduction 
in this type of loan appears as $1,250,000,000. Nothing 
could more clearly illustrate the closeness of the reliance 
that had been established on the part of the Stock 
Exchange upon the banking community. Likewise, 
nothing could illustrate better the exhausted condition 
of the banks than the fact that, in bearing the first onset 
of market liquidation, they found it necessary during 
the last week in October to go to the Reserve bank for 
$200,000,000 of rediscounts, and for $150,000,000 of 
additional funds obtained by selling to the Reserve 
banks government securities. The question how far 
this interdependence will continue, how far the Reserve 
System will be the ultimate hope of the stock market, 
and how far it is likely that repression instead of inflation 
of speculative loans will be resorted to, are problems still 
to be settled in the course of time. 

Meantime, however, what has happened has made it 
possible to trace with much greater accuracy than 
hitherto the underlying causes that have been at work 
to bring about the disastrous collapse of October. The 
first and outstanding feature of the situation is supplied 
by the continuous growth of brokers’ loans, not merely 
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in amounts, but also in rate of increase, until a point was 
reached at which practically all new issues were being 
carried (directly or indirectly) by advances at the banks. 
During the month of September, the increase of brokers’ 
loans was about $800,000,000, while the new issues for 
that month were nearly as large. The banking com- 
munity was not only providing for speculation and 
speculative requirements, but it was furnishing the funds 
with which to carry practically the entire body of new 
securities that was being placed upon the market as 
time went by. 

Why should the banks have found it necessary thus 
to provide the ¢ash for this immense body of issues? 
Why should they not have said to would-be-issuers : You 
are proceeding too fast, you are overloading the market ? 
The answer to this question is found in the close alliance 
that has been established between the banks and the 
bond issuing houses—an alliance so close that the banks 
have felt obligated to do practically as the issue houses 
have demanded, and to sink their own judgment as to 
what it was safe for them to do at any time. They have 
therefore gone on assisting the issue houses to keep up 
their business no matter what might be the cost entailed 
upon them in weakening of condition, or in “ freezing ”’ 
of their assets; a policy responsible in no small measure 
for the current situation in the stock market. 

It is clear that our bankers in thus allowing them- 
selves to be drawn into an alliance with the stock and 
bond issuing community, took a step which greatly 
handicapped them in the application of any effective 
credit control. Were they at this late day to apply 
a rigid system of credit control directed with a view 
to curtail the over-activity of the market, and especially 
to limiting the unwieldy volume of new issues, they 
might be hurting themselves rather badly, and they 
would certainly be hurting friends and acquaintances. 
For years past, they have been gradually placing them- 
selves in a position in which it has become essential 
to them to keep up the flood of new issues, and this 
means that they have practically placed themselves 
in a position which necessitates their furnishing more 
and more credit to that tend. Should they to-day 
attempt drastically to cut down the amount of loans 
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which they have made, the result would be to force 
their own immediate affiliates and associates to throw 
upon the market securities which they have not hereto- 
fore been able to sell at all. This amounts to saying 
that the banks are very closely intertwined with the 
business of security issuing, and are therefore in a 
correspondingly dangerous condition because they are 
in some sense under the necessity of helping to maintain 
the existing level of stock and bond prices. It is of 
course true that by no means all the banks are in this 
position, many of them having been careful to avoid 
being so burdened. On the other hand a great many 
unquestionably are in a situation which gives good 
grounds for alarm because of the fact that it prevents 
the application of remedies as just explained, for the 
correction of a dangerous credit position. 

Another phase of the situation is of almost equal 
importance. The banks have been not only great lenders 
to those who have issued, but who have not sold, 
securities, but they have also been heavy lenders to 
those who have been trading in securities upon a level 
which promised to be unstable. During the October 
collapse it appeared in many cases that stocks which 
were protected by a margin of 50 per cent. were 
insufficiently safeguarded. Reduction of value in excess 
of 50 per cent. occurred in a great many cases so that 
the brokers were obliged to call for more margins. 
In not a few instances, however, the drop was so pre- 
cipitate that prices broke from above the margin line 
to a point far below it between sales. The broker was 
thus in a position which required him to sell the 
securities or if he could not sell them he, in a great 
many cases, kept them or bought them in at the pre- 
vailing price, thus losing the difference between the 
amount of margin and the price at which the securities 
were bought or held. Should the banks try to with- 
draw any material amount of support from such houses 
they would, of course, force the latter to place upon 
the market the low-priced stocks which they are 
holding and the latter would immediately have to realize 
the loss which has been inflicted upon them by actually 
converting into cash what they have. In paying off 
their bank loans, they would be obliged to incur a 
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severe sacrifice which they may otherwise escape if 
prices are put back to something like the old level. 
Ordinarily, of course, the banks would not allow them- 
selves to get into such relationships with brokerage 
houses. They have, however, fallen into this position 
unconsciously, and now they have to provide for the 
unpleasant consequences of what they have already 
done. This, again, merely states in another form the 
criticism made upon the policy of those banks 
in enlarging their loans beyond the level which could 
be justified by actual values. Their policy, therefore, 
in supporting the actual process of speculation has 
brought upon them the necessity of continuing to support 
it, just as their policy of providing funds with which 
to carry new securities has made it essential for them 
to carry that phase of the business as well. 

There is another aspect of the case that should 
also be borne in mind. The smaller banks throughout 
the country have never given up that dependence 
upon the larger banks which was established in the 
days before the Federal Reserve System was created, 
at a time when deposits with city banks still con- 
stituted ‘‘ reserve’ for banks in smaller places. Although 
they have been obliged to place their reserve balances, 
officially speaking, with the Reserve banks they have 
continued to keep most of their available surplus with 
correspondent banks. These latter have not only loaned 
the funds for them in the stock market but they have 
also continued to perform the function of lending to these 
smaller banks whenever conditions required. Inasmuch 
as the small banks have known that they could get 
assistance of this kind, they have gone on asking for and 
accepting it, instead of keeping their portfolios in such 
condition that they could borrow from the Federal 
Reserve banks. The consequence has been that the 
small banks are in a “ frozen ”’ condition which neces- 
sitates their getting continuous aid from the larger 
institutions. Unless the larger banks can keep up this 
service, there can be little doubt that many bank failures 
will follow, with the disastrous consequences which always 
come to the communities in which they are located. The 
danger that is suffered in this way is more easily under- 
stood if we glance back at the occurrences of 1920-21, 
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when a great many banks were heavily involved with 
land and real estate loans, as they are now with loans on 
stock. The panic of 1920-21 was soon followed by a long 
and very painful era of bank failures in the western states, 
although but few of the banks of the eastern seaboard were 
touched by it. Experience then gained should have 
cautioned our banks against getting into a like position 
based upon over-loans, but it evidently has not done so, 
and the same kind of hazard which threw so many 
enterprises into bankruptcy after I9g21, may repeat 
itself in the present instance. The Federal Reserve 
System may help matters to some extent by devoting 
itself actively to the relief of banks which are hard 
pressed and need help, but there will be many cases in 
which the only source of aid will be found in the advances 
made by some other bank which may or may not be itself 
in rather difficult straits. The possibility of bank failures 
is thus genuine, and must be guarded against as far as 
practicable. 

These dangers are nothing more than what has 
long been foreseen, and the restatement of them is 
therefore merely a repetition of cautionary utterances 
that have been repeated many times but have had 
no effect. The banks have undoubtedly plunged into a 
speculative whirlpool with their eyes open and with 
thoughtless disregard of consequences. Of course, that 
raises a question more important than mere analysis of 
conditions can be; how can American banking be set 
straight and induced to guide itself by the canons and 
principles which are essential as demonstrated by past 
financial experience? The difficulty is far greater than 
it is in any other country for the reason that there is no 
positive public opinion upon financial questions anywhere 
in the United States, so that a very large responsibility 
devolves upon Government authorities to manage affairs 
in a way that will minimize danger. From this, the 
natural conclusion is drawn that the fundamental remedy 
for what has taken place must be furnished by the 
establishment of a very much more responsible way of 
looking at banking problems, and this seems to reduce 
itself to a very much better personnel in the Federal 
Reserve Board at Washington coupled with an improve- 
ment of personnel in the various Federal Reserve banks. 
Possibly there was no more fundamental cause of danger 
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during the recent collapse than the entire lack of a sound 
public opinion headed by the Government authorities 
themselves. Some persons will remember the astonishing 
statement that was issued by President Coolidge in the 
late winter of 1927-28 in which he declared that brokers’ 
loans were far from being too high, and that everything 
was well protected. Similar statements have been 
constantly issued by the Treasury Department; and 
Governor Young of the Federal Reserve Board has 
from time to time issued the word that there was no 
danger of loss from the loans that had been made on 
stocks. These statements were necessarily and naturally 
taken to mean something much more than a mere 
assertion of absence of danger. They were regarded as 
practically an assurance that the existing state of specu- 
lation was sound. Of course, this was an unprecedented 
kind of endorsement for the public authorities to offer, 
but they in fact were guilty of it, and,no review of the 
present situation can be sufficient unless it is accompanied 
by indications of how to avoid any such hare-brained 
assurances in the future. This seems to call for a very 
radical reorganization of the personnel of the Federal 
Reserve System and such reorganization is doubtless 
regarded by the community as one of the outstanding 
lessons of the recent panic. 

All these things must be borne in mind in attempting 
to estimate the responsibility of the Federal Reserve 
System for present conditions, and in forming an opinion 
as to the future policy to be followed by bankers. The 
Federal Reserve System has thus far taken two steps, the 
first, the reduction of the rate of discount from 6 to 
5 per cent. and at the same time a further cut in the 
acceptance buying rate ; the second, an order to the Federal 
Reserve banks to buy freely of Government securities with 
a view to releasing as much money as possible for the 
purpose of easing the market. In this way, the Federal 
Reserve System has necessarily absorbed a large volume 
of loans formerly made by “ outside ”’ lenders to brokers. 
It probably released during the last two weeks of October 
about four hundred million dollars, which ordinarily 
met the placing of something like three times that amount 
of credit at the disposal of the community. Of course, 
this credit must be reduced, and that must mean the 
absorption of over-valued securities by the public to the 

= 
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extent that is necessary to take them off the hands of 
the bank. Such absorption may be a comparatively 
short operation, but if so will inevitably be accompanied 
by tremendous losses and probably by a series of bank 
failures. If long drawn, it will defer the failures and 
spread out the losses, but will accompany its influence 
with an unavoidable shock to business which must suffer 
from the reduced purchasing power and impairment of 
capital that necessarily follow from what has been going 
on. The banks will undoubtedly do what they can to 
make the situation as little abrupt as possible and to 
diffuse its effects over as large an area and long a period 
as possible. Self-interest would induce this action, even 
if it were not for the peculiar responsibility in which the 
banks have become involved by reason of their previous 
conduct in favouring and promoting the speculative 
movement. In the last analysis, however, they must 
themselves bear the brunt of the losses and suffering 
resulting from the panic of 1929, and this panic must be 
expected to have its repercussion in a changed form and 
method of banking. The tendency toward placing bank 
funds largely in the form of securities and of loaning 
practically unlimited amounts in the stock market has 
been sharply checked, and this check must now be made 
permanent, either through legislation or as the result of a 
definite financial public opinion sponsored by the banks 
themselves. If such public opinion can be brought into 
vigorous existence, the panic, perhaps, will not have 
been in the long run too costly. Meantime, however, 
the extreme disturbance of the market involves the 
suspension of plans of new issue for a considerable 
period, and gravely checks the self-satisfaction which has 
been expressed by those who have described New York 
as unquestionably the leading market of the world, 
notwithstanding the prevalence of methods or practices 
which inevitably had to culminate in a general overthrow 
of values. How far the remedies of the moment will 
overcome the severe effects of the withdrawal of the 
enormous foreign balances, which have for a long time been 
kept here, and which Secretary Mellon at one time 
estimated as high as two billion dollars, remains to be 
seen. Some part of them, unquestionably, have dis- 
appeared. Others will follow, and the effect of with- 
drawing gold and bringing about a redistribution of that 
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metal may be very considerable. This in itself might 
easily prove a beneficial outcome of the episode. It 
would be very injurious to the cause of world financial 
domination, which many American bankers have so long 
nursed, but it would be helpful to the sound development 
of banking in the United States. This element of cost 
in the situation is therefore to be fully reckoned with, 
since it involves the surrender of an ambition that has 
long been entertained and has to some persons seemed 
on the point of realization. 

It goes almost without saying that such an alteration 
of international relationships and such a change in the 
status of the New York market must subject the Federal 
Reserve System itself to tremendous pressure. As is 
well known, the imposing reserve ratio of about 70-80 per 
cent. which the System has been reporting is purely 
imaginary, the real ratio being found by computing the 
total bank liabilities of the country and comparing them 
with “lawful money ”’ held by Reserve banks as the real 
ultimate reserve against these deposit outstandings. 
Viewed in this way the reserve held by the Reserve banks 
is really not more than about 6 percent. or even less—a 
very moderate figure in view of the fact that bank con- 
ditions not only in New York but also in Chicago and 
some other places have at times bordered upon real panic. 
If the Reserve System finds it necessary to give up gold 
and to furnish currency in order to alleviate conditions, 
and if the various European countries which have kept 
funds here withdraw them, at the same time that Reserve 
banks are urged to enlarge their accommodation to save 
the latter from bankruptcy, the severity of the strain 
will necessarily increase. This and the loss of prestige 
which naturally is suffered by the Reserve System as the 
result of any such occurrence, as at present, is the price 
which it has to pay for its ‘‘ do nothing ”’ policy of the 
past few years, and for its practice of yielding com- 
plaisantly to demands for speculative funds to be used 
in further exploitation of market conditions. The real 
inner history of American banking in its relationship to 
the panic of 1929 is still to be written, but the broad 
outlines of what has happened and of the position of 
American banks in a new and changed financial world 
are reasonably clear. 
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A History of the Bank of France, 
By R. H. Mottram 


E all know that Sterne said “ They order 
WV these things better in France.” But he was 
speaking of social amenities. Here is an imposing 
document,* densely annotated, setting out the history of 
an institution which, though not so old as our Bank, 
or that of Amsterdam, may be placed, on all counts, as 
second in importance in the history of credit institutions. 
Could an economist Sterne review this work, would he 
reiterate the judgment he delivered upon manners? 
We shall never know, but we may well suppose that 
he would have been too acute an observer to miss the 
gulf that divides national characters. 

It cannot be too strongly emphasized that banks, 
in particular, reflect the nations they represent. One 
could read this history without looking at the title and 
know it was that of the Banque de France. It would 
be an excellent thing if a translation were widely read 
in City circles, where, one sometimes feels, all too little 
reading takes place. 

The salient points of the story are these. At the end 
of the seventeenth century, Engiand and France were 
running neck and neck, with all apparent advantages 
on the side of the latter. Each country had a new 
bank—Paterson’s Bank of England at Grocers’ Hall, 
Law’s General Bank in the Place Vendéme. Each 
country entered, almost simultaneously, on its first crisis, 
but—here comes the initial contrast—the Bank of 
England was outside, Law’s Bank inside, what French- 
men onomatopoetically call ‘“‘le Krach.’’ The former 
survived, while in France no one dared to use the name 
of bank while the régime lasted, and it was left for 
Napoleon’s domineering energy to instigate the founda- 
tion of the Banque de France. 

He had no time to do more than send a curt note 
or two, scribbled between resounding victories, giving 
his views on the subject to the new Governors, and to 





* HistorrE de la BANQUE de FRANCE, par GABRIEL RAMON. 
(Bernard Grasest, Paris. 449 pp. with appendices and plates.) 
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inscribe himself as applicant for thirty of the original 
shares of 1,000 francs, on a sheet of paper (now repro- 
duced), along with Hortense Beauharnais, Murat and 
other members of that brilliant, parvenu, and perishable 
world that trailed after him into eclipse. The Banque 
de France, the Bourse, the roads and laws he made, 
were more permanent than all. For one thing, the new 
bank enjoyed, curiously enough, a sort of pre-dated 
limited liability, not by statute (for none such existed) 
but because he had placed it above statute. For another, 
that terrible narrow, formal industriousness of modern 
France, strengthened and fastened down by revolution 
and Empire, demanded a bank. Our bank was founded 
after (and upon) our unique revolution, the Banque de 
France before the setting-in of that country’s revolution 
habit. So Talleyrand and restored Bourbons mildly 
approved it, while many, including its own shareholders, 
treated it with what M. Ramon inimitably describes as 
“a certain reserve.” 

This brings us to one of the most extraordinary and, 
from some points of view, “‘ mysterious personalities of a 
period already fruitful in exceptional characters,’’ Perre- 
gaux, a financier of Swiss extraction, escaped, Heaven 
knows how (he himself must have wondered), from the 
Revolution. He did what we should call the “ publicity,” 
and one can see him, arms crossed, declaiming, a hundred 
and fifty words to the minute, that the bank was not 
like the Bank of England, nor like any other bank, 
that it did not lend its capital to Government (nor take 
over Government indebtedness as its capital), but that 
it did serve the Treasury in certain specified ways, 
handling the proceeds of the farmed taxes, and of the 
sale of national woods and forests, managing loans and 
pensions, and generally facilitating the restoration of the 
infant and uncertain credit of the time. 

So it won through, amid much controversy and 
revision of constitution, to the days of the July monarchy, 
by then sufficiently considered to be allotted a guard 
(of which it became so scared that officers and men 
were hidden in the Galerie Dorée and got away in civilian 
clothes). More dangerous, actually, was the feeling 
generated by a report, which M. Ramon takes great 
pains to discredit, that the Banque was in some way 
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a party to the coup d'état that heralded the Second 
Empire. No less an imagination than Victor Hugo’s 
was concerned in the charge, repeated in 1897 on a 
motion to renew the Bank’s Charter. How seriously 
they take their politics over the water, and how far has 
the Bank of England always been from such controversy, 
with its century-old guard that no one ever sees ! 

Meanwhile, the Banque de France had taken its part 
in that perennial debate of all nineteenth-century financial 
authorities—how to treat crises in credit and circulating 
medium. As one might expect, the matter in France 
was treated formally and theoretically. Two main 
groups of opinion, advocating what may be called a 
“ lowering ’’ and a “ tonic’ treatment respectively, were 
represented. More peculiar to France was Pereire’s 
attempted coup, typical Second Empire chicane, by 
which he hoped to climb through an amalgamation 
with the bank of newly-ceded Savoy, into power. 
Then we come to the vivid dangers of 1870, and the 
Commune, the safeguarding of the crown jewels, barri- 
cades and hairbreadth escapes. 

“ From one war to another,” the fifth and final Part, 
covers a great stretch of gradually solidifying credit and 
mounting prosperity. The Banque de France several 
times came to the assistance of the Bank of England, 
and strikes one, on the whole, as less involved in the 
chances and changes of the ever-shifting relationship 
between industry and finance, more apart and immune, 
certainly maintaining itself through a history more 
fluctuating than that of our island. Very instructive 
is the report of the manager of the Caen branch, on the 
reason for the dispersal and hoarding of gold in country 
districts, very ominous the circulaire bleue with which 
all branches were equipped against the growing menace 
of general mobilization. 

And at last that also came, and one reads, though it 
will never seem to our generation so romantic as the 
events of the days of either of the Napoleons, how the 
officials of the bank lost their lives in 1914-18. 

The fact that the Banque de France survived those 
years renders comment superfluous. Governor Pallain 
had a more stupendous task than any of his forerunners 
from Perregaux onwards. The institution he ruled has 
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passed through changes that render it as different to-day 
from the bank the Bourbons patronized and the Com- 
munists besieged, as that bank was from the Hotel de 
Toulouse, on whose site it stands. Its vitality seems 
unimpaired. 


The Bank Manager ~ 


Linnieed Companies 
Ill 
By P. D. Willcock 


OFFERS FOR SALE 

The provisions of sections 80 and 81 of the Act of 
1908 were frequently avoided by allotting the whole 
of a proposed issue to some other company or group of 
persons (frequently known as an “ issuing house ’’) who 
would thereupon issue the shares to the public. The 
prospectus would not then be issued “ by or on behalf of 
the company,” and the persons issuing it did not incur 
the responsibilities of directors under those sections. 
This matter was also examined by the Greene Com- 
mittee. It reached the conclusion that this method of 
placing shares with the public had in many cases been 
adopted for the purpose of avoiding the strict require- 
ments of the law with regard to prospectuses, with the 
result that the public had been deprived of the protection 
which the legislature intended it to have. Its recommen- 
dation was designed to hit those cases, and those cases 
only, where the offer is or may properly be deemed to 
be made in complicity with the company itself. It is 
not aimed at cases where the independent holder of a 
block of shares desires to realize them by means of a 
public offer. It was admitted that in the last-mentioned 
cases it might obviously be impossible for a holder of the 
shares to obtain from the company the necessary informa- 
tion to comply with the law relating to prospectuses, and 
there could be no justification for placing the company 
under any obligation in the matter. On the other hand, 
it was considered that in those cases where the shares 
were acquired in contemplation’of an offer to the public, 
the persons acquiring them could have no difficulty in 
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imposing on the company as a term of the contract, the 
obligation of furnishing the necessary information. More- 
over, where a company issued shares in such circum- 
stances and the directors knew that there was going to be a 
public offer, they should be under the same liability to see 
that the public had proper information as they would have 
been if the company itself had issued the prospectus. 
It was not right that, where the offerors are morally, 
although not in law, the agents of the company to 
place the shares with the public, the company or its 
directors should be able to avoid their responsibilities as 
they had done in the past. 

The effect given by the legislature to those 
recommendations is now to be seen in the provisions of 
section 38 of the new Act of 1929, which may briefly be 
summarized as follows :— 

Any document by which an offer for sale to the public 
is made of shares or debentures is to be deemed for all 
purposes to be a prospectus issued by a company, if that 
company has allotted or agreed to allot the same with 
a view to their being so offered for sale, but without 
prejudice to the liability of the offerors in respect of the 
offer. Unless the contrary is proved, such allotments are 
to be deemed to have been made with a view to the shares 
or debentures being offered for sale to the public if it is 
shown— 

(a) That an offer for sale was made within six months 
after the allotment or agreement to allot ; or 

(b) That at the date when the offer was made the whole 
consideration receivable by the company in respect of 
the shares or debentures had not been so received. 

Further, such offers must also contain, in addition to 
the particulars required to be stated in a prospectus, 
detaus as to the consideration received or to be received 
by the company in respect of the shares or debentures in 
question and particulars as to the place and time at which 
the contract under which the shares or debentures which 
have been, or are to be, allotted may be inspected. 


PROHIBITION OF PROVISION OF FINANCIAL ASSISTANCE 
BY A COMPANY FOR PURCHASE OF ITS OWN SHARES 

Bankers are frequently requested to grant accommoda- 

tion to a director of a company with a view to enabling 
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him to purchase shares in his company; and when the 
question of security is mentioned a guarantee or mortgage 
by the company itself is suggested. In cases of this kind 
it has been necessary to point out that on the authority 
of the well-known decision in Trevor v. Whitworth (12 
Appeal Cases) a company cannot apply its funds in pur- 
chasing its own shares and that even an express authority 
in the Memorandum is unavailing to authorize it, the 
reason being that such a purchase operates as a reduction 
of capital and can only be effected with the sanction of the 
Court. If such accommodation be granted it can only be 
made to the director in his private capacity and no security 
for the same can be taken from the company. 

Again, as a result of the rapid growth of the practice 
of inaugurating schemes for the provision of pensions 
for employees, bankers are often requested to advance 
money to facilitate the purchase of a block of the com- 
pany’s own shares intended to form the nucleus of such 
fund and the company’s guarantee is offered as security. 

By section 45 of the new Act of 1929 a company is now 
definitely prohibited from providing financial assistance 
for the purchase of its own shares whether directly or 
indirectly; but this prohibition does not apply to the 
following :— 

(1) Where the company’s ordinary business is lending 
money, the lending of money in the ordinary course of 
business. 

(2) The provision of money for the purchase of fully 
paid-up shares to be held by trustees for the benefit of 
employees. 

(3) Loans to employees other than directors to enable 
them to purchase fully paid-up shares for themselves 
beneficially. 

The first of these exceptions is no doubt intended to 
cover bankers’ advances to customers in the ordinary 
course of business which may be utilized by the customer 
in the purchase of the bank’s own shares. Whilst 
exceptions (2) and (3) place transactions whose object is 
the acquisition of shares for the benefit of employees upon 
a regular basis, and it will now be possible for bankers to 
grant such assistance to companies for this purpose as 
they consider the circumstances to warrant. 
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DEBENTURES 


By section 212 of the Act of 1908 a floating charge on 
the undertaking of the company created within three 
months of the winding up was declared to be void except 
as to any money paid to the company at the time of, or 
subsequently to the creation of and in consideration for 
the charge, unless it could be proved that immediately 
after the creation of the charge the company was solvent. 
In other words, such a charge is void except in regard to 
new money advanced to the company and cannot be held 
as a security for past advances unless the company was 
solvent when the charge was executed. 

It is of importance to bankers to note that by section 
266 of the new Act of 1929 the period necessary to validate 
a floating charge, in the absence of the conditions provided 
for in the section, is extended from three months to six 
months. The Greene Committee reached the conclusion 
that the period of three months had proved in practice too 
short, and that it was often possible to stave off creditors 
and so avoid the presentation of a winding-up petition 
until the three months have expired with the result that 
the debenture becomes valid. 

With a view to delaying the necessity to register 
charges of this kind, a practice is adopted in some cases of 
placing reliance upon a written personal undertaking of 
the directors to procure the company to create debentures 
in favour of the bank when called upon to do so. 

In the past such undertakings have constituted little 
more than a moral obligation on the part of those giving 
it, and the change above referred to will render the likeli- 
hood of undertakings of this kind maturing into a valid 
security more remote than before. 

Serious attempts have been made in the past to cause 
this rule, as to the avoidance of debentures created 
shortly prior to liquidation, to operate with especial 
harshness upon bankers generally, by attempting to 
deprive the bank of the benefit of the well-known rule in 
Clayton’s case, but they have not succeeded. Thus, in 
the case of In re Thomas Mortimer, Limited, decided by 
Mr. Justice Romer in the Chancery Division of the 
High Court on February 17, 1925, the facts were that 
the company was indebted to the bank to the amount of 
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£58,180 6s. 1od. on their current account on January II, 
1924. Thereupon a debenture was issued by the company 
in favour of the bank’s nominee, known as Branch 
Nominees, Ltd., to secure £50,000, charged by agreement 
by the company by way of security to the National 
Provincial Bank. On March 20 the Company went into 
voluntary liquidation, 7.e., within three months of the 
issue of the debenture. 

It was contended that the debenture, having been 
created within three months of the liquidation, was invalid 
by reason of section 212 of the Companies Act, 1908. 

Obviously, the sum of £58,180 6s. 1od. owing on 
January I1, 1924 (the day the debenture was issued) was 
not validly secured by the debenture, because it was a 
past debt owing at that time. 

But the bank contended that the debenture was a 
valid security for cash that they had subsequently 
advanced. Between January I1, 1924, and the date of 
the liquidation, March 20, 1924, the sum of £41,311 Is. 11d. 
was paid by the company into its current account, and the 
sum of £51,248 Is. 4d. was paid out by the bank during 
that period in honouring cheques drawn upon it by the 
company. 

It was held that in the absence of any appropriation by 
the customer, the sum of £41,311 Is. 11d. paid by the 
company into its account was presumed to have been 
appropriated in discharge of the earliest entries on the 
other side of the account, and the debenture was therefore 
a good security to the bank in respect of the sum of 
£51,248 1s. 4d., paid out by the bank since the date of the 
debenture in honouring cheques drawn upon it by the 
company, as this represented new money advanced by 
the bank on the security of the debenture. There have 
been so many occasions in the past, when the rule in 
Clayton’s case as to appropriation of payments has 
operated to the banker’s detriment, that it is gratifying 
to find this instance where it enures to his benefit. 


POWER TO REISSUE DEBENTURES 


By section 104 of the Act of 1908 the power to reissue 
debentures was only conferred on the company where 
it had purported to exercise the power to keep the 
debentures alive. The power to reissue then became 
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exercisable and redeemed debentures could be reissued 
so as to rank pari passu with the original issue unless 
(1) The Articles or any contract entered into by the 
company contain a provision to the contrary; or (2) the 
company was under a contract to redeem the debentures ; 
or (3) the company had done some act showing an 
intention to cancel the debentures. 

As to the first of these conditions, it was often very 
difficult to say how a company had “ purported to keep 
alive’’ debentures it had redeemed. True, the most 
satisfactory evidence of such an intention was to be 
found in those cases where a resolution was passed to 
that effect and the redeemed debentures were transferred 
into the name of a director to be held by him as a trustee 
for the company. 

But in many cases, companies had no intention at 
the date of redemption of ever reissuing the debentures, 
and no such steps were taken. 

It was accordingly doubtful whether the company 
could reissue the debentures unless it had done something 
when they were redeemed to show an intention to keep 
them alive. 

This doubt was avoided in cases where the original 
debentures contained the following words: ‘“ The de- 
bentures of the said series (whether original or not) are 
all to rank part passu.” 

Section 75 of the Act of 1929 now confers the power 
to reissue if the company has not manifested an intention 
to cancel the debentures, and it will no longer be necessary 
to have purported to keep them alive at the date of 
redemption. This will enable companies to reissue 
debentures in cases where, at the date of their redemption, 
such action was never contemplated. 

It should be observed, however, that, in the past, 
debentures redeemed under a contract to redeem them 
could not be reissued. By this was meant ‘‘ redeemed 
in pursuance of any obligation of the company to do so 
(not being an obligation enforceable only by the person 
to whom the redeemed debentures were issued or his 
assigns); that is to say, if the debentures were redeemed 
in pursuance of a general obligation to pay off so many 
per annum or as part of an obligatory scheme for creating 
a sinking fund, they were not reissuable; but if paid 
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off because the due date had arrived or because having 
been deposited to secure a temporary advance and the 
loan had been called in, the debentures could be reissued, 
for in these latter cases the repayment was made in 
pursuance of “an obligation enforceable only by the 
person to whom the redeemed debentures were issued 
or his assigns.” 

The intention of section 75 of the new Act would 
appear to be to enable a company to reissue any redeemed 
debentures unless the company has either expressly or 
impliedly contracted not to do so or unless its Articles 
prohibit such a course. But it would seem that a contract 
to redeem so many debentures per annum as part of an 
obligatory scheme will still be deemed to amount to 
an implied contract not to reissue the debentures. Such 
a matter will be governed by the facts of the particular 
case and Section 75 of the new Act being silent on 
the point, debentures reissued under such circumstances 
should not be entertained as a security until expert legal 
opinion on the matter has been taken. 

Reissued debentures do not require re-registration 
at Somerset House, but if it is intended to reissue, a 
memorandum of satisfaction should not be filed. 

Finally, it may be noted that where debentures have 
been deposited to secure advances on current account 
they are not considered to have been redeemed by the 
mere fact that the account of the company has ceased 
to be in debit. 


SAVING OF PRIORITIES 


Before accepting by way of security reissued de- 
bentures which could not have been reissued prior to 
the Act of 1929 (e.g., for the reason that the company 
had not purported to keep them alive for the purpose 
of reissue as required by Section 104 of the Act of 1908), 
bankers would be well advised to cause inquiry to be 
made as to what, if any, mortgages or charges created 
by the company before the commencement of the Act 
ot 1929 are still outstanding. The reason for this is 
that it is provided by Section 76 (b) of the new Act 
that where any; debentures redeemed before the com- 
mencement of the new Act are reissued after its com- 
mencement, the reissue is not to prejudice any right or 
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priority which any person would have had by virtue of 
any mortgage or charge created before the commencement 
of the new Act if Section 104 of the Act of 1908 had 
stood unamended. In other words, if the debentures 
in question could not have been reissued under the old 
law, then their reissue under the authority in that behalf 
conferred by the new law is not to prejudice the priority 
of any mortgagee whose mortgage was executed prior to 
the commencement of the new Act of 1929. This is 
obviously a point which cannot be ignored when con- 
sidering the value of reissued debentures of the kind 
above described as a banking security. 





Legal Affairs 


INCE the resumption of the Courts after the Long 
S Vacation there has been no report of any case 

directly affecting banking law. Indeed, litigation 
is languishing save as to divorces and patent law. On the 
other hand, the statute law has been busy. Our readers 
will remember that in our last issue we ventured, on the 
eve of the coming into operation of the new Companies 
Act, 1929, to point out how the new statute did not 
render unnecessary a retention of knowledge not only 
of the previous statutes, but of the great body of judicial 
decisions upon the many aspects of company law. The 
writer does not claim any telepathic communication with 
Lord Wrenbury, the great authority on company law. 
But it is interesting to note that the original author of 
‘“‘ Buckley on Companies ”’ and a great judge, was moved 
to write an introductory letter on the threshold of the 
new legislation. Lord Wrenbury selected the ‘‘ Times”’ 
newspaper as his medium of communication. Oddly 
enough, our remarks of last month, by anticipation, seem 
to have criticized one sentence in that letter which, 
taken literally, would lead to misunderstanding. We 
were warning our readers against the assumption that the 
latest Consolidating Act contained all the law relating 
to companies and were pointing out the future need for 
constant reference to the 1908 Act and the decided 
cases. Yet Lord Wrenbury at the forefront of his letter, 
giving his blessing on the 1929 Act, stated: “‘ It will be 
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unnecessary to go behind the Act of 1929 to know what 
is the law.’’ For the reasons we gave a month ago it 
will be appreciated that this is not to be taken literally. 
For some time to come previous enactments will have 
to be referred to; and for a long time to come we shall 
have to consider the decisions of the Courts, based upon 
the general principles of equity and law, as establishing 
many points of company law never included in any 
statute. We have no complete code of law, the law of 
agency, of trusteeship, of estoppel, of negligence, and of 
contract and tort generally is to be found in the au- 
thority of decided cases. So far as applied to company 
law, these principles find application in a cloud of cases 
which have gone through the Courts. The precise pcsition 
of directors and other officers of a company in relation 
to shareholders, company, and outsiders falls to be deter- 
mined, not by an Act which sets out machinery, but by 
general principles that explain the way in which the 
machinery works conformably to duties arising out of 
the special relationships created. Just so, too, with 
debentures and other charges. The Act sets out the 
requirements as to registration and creation of such 
securities, but nowhere does the Act lay down the legal 
effect and incidents of the security. The necessary legal 
knowledge requisite for bankers and others concerned with 
companies and their working cannot be obtained by 
exclusive reference to any Act of Parliament. Of course, 
the new Act introduces some new obligations, and while 
strengthening the machinery of company law in some 
respects alters or extends its scope. We shall have many 
opportunities, doubtless, of exemplifying this as the 
months go by. 

Although in the matter referred to above Lord 
Wrenbury’s letter calls for explanatory comment, his 
main thesis is well worthy of note. The learned lord, 
looking back over the period from 1862—the first great 
consolidating statute—to the present day, says: “ The 
principle of company law, which may be said to have 
first sprung into active life in 1862, has had a successful 
career from that time to this . . . that principle has 
successfully stood the test of the sixty-seven years since 
1862. It has never been varied except in detail. Sub- 
sequent legislation has been directed to correct abuses, 
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never to alter the basis.’’ One exception to this, and one 
only, does Lord Wrenbury note—“ that is the permission 
to issue shares at a discount. This is the only retrograde 
step in principle which I can recall since 1862.” This 
step Lord Wrenbury confesses he regrets. To those who 
have closely followed the development of discussions on 
company law and its amendment this remark of Lord 
Wrenbury’s will come as a little surprise. For the 
present new development allowing (under strict con- 
ditions as to publicity) the issue of shares at a discount 
is really due to the report of the Wrenbury Committee’s 
report upon company law amendment. The committee, 
whose recommendations the new Act so largely embodies, 
reported on this important matter that they were not 
prepared to dissent from the findings of the Wrenbury 
Committee. That committee found that commercially 
the issue of shares at a discount was desirable, and 
further found that there was no principle in it: “ it is 
a concession to commercial experience. Principle, how- 
ever, has already been abandoned, and issue of shares at 
a discount is but accepting in practice that which has 
already been conceded in fact by allowing payment of 
commission in consideration of a person subscribing 
for shares.”” Lord Wrenbury, however, himself regrets 
the step as a departure from the original principle that 
shares should represent at par cash value or its equiva- 
lent, so that creditors may know the actual subscribed 
capital to be as represented in money or money’s worth. 
This principle has, in fact, gone, as above stated, in 
actual practice by commission being allowed on share 
subscriptions. And, indeed, one may be reminded that 
it is a little misleading to rely much on the original 
principle seeing that shares are often issued as fully paid 
up for goodwill, patents, and other items of that charac- 
ter, the actual cash value of which is very uncertain and 
fluctuating. 

In carrying into legislation a frank permission to issue 
at a discount the legislature, acting on the committee’s 
recommendations, has insisted on a very complete set 
of safeguards. Section 47 provides that shares can be 
issued at a discount only after the lapse of one year 
from the date at which the company was entitled to 
commence business, and then only if approved by a 
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resolution passed in general meeting of the company and 
sanctioned by the Court; the resolution and order of the 
Court must specify the maximum rate of discount at 
which the shares are to be issued; and the issue must be 
made within one month of the sanction by the Court or 
within such extended time as the Court may prescribe. 
Moreover, the Court may have regard to all the circum- 
stances of the case and may make its order subject to 
such terms and conditions as it thinks fit. Then again 
every prospectus of such issue and every subsequent 
balance sheet of the company must contain particulars 
of the discount, and any default in this respect by the 
company or any officer of the company in default is 
visited by a default fine not exceeding {5. Whether 
principle is altered or not, therefore, the conditions are 
sufficiently stringent and give due publicity. 

Apart from this one matter of shares at a discount 
Lord Wrenbury, in his weighty review of the develop- 
ment of the law, sums it up thus :— 

“The other principal alterations and improvements 
in the law may be grouped under two heads, Control and 
Disclosure. It is a result of the joint-stock system that 
the principals, that is, the shareholders, have too little 
knowledge and control of their own affairs. A capital 
of many millions may be in the disposition of directors 
whose stake in the concern may be measured by hun- 
dreds, or at most by thousands. This is not a wholesome 
state of affairs, and its existence has led to the necessity 
of enforcing disclosure. And it was necessary that dis- 
closure should begin earlier than the date at which the 
company begins business. Disclosure is necessary at the 
outset when application for shares is invited. Hence 
have come all the provisions as to the contents of pros- 
pectuses and subsequently of ‘sale prospectuses,’ and 
last of all as to ‘share hawking.’ And hence (after 
business has commenced) all the provisions as to dis- 
closure to be made by directors, and notably as to cases 
in which the directors may be feathering their own nests 
without the knowledge of their principals and out of 
funds which it was their duty to protect. It may well be 
that we have not seen the last of provisions of this kind. 
But for the moment I think that we may gratefully 
recognize that 1862 introduced and 1929 has consolidated 
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a system which, both to investor and to commerce, has 
proved to be of great value.”’ 

Apropos the Companies Act, one of our correspondents 
(a bank manager) has asked for a little guidance with 
respect to section 149 of the new Act, upon which some 
of his customers have sought his advice. It is the section 
relating to disclosure by directors of interest in contracts 
and requiring a director who is in any way directly or 
indirectly interested in a contract or proposed contract 
with the company to declare the nature of his interest at 
a meeting of the directors of the company. As non- 
compliance with this section renders a director liable 
to a fine not exceeding {100, presumably it is important 
to know how far the word “ indirectly ’’ in the section 
goes. There are many plain cases where the interest is 
plain and unmistakable, and these need no comment. 
But, seeing that the word “ indirectly ’’ may cover the 
case of a director who happens to be a member of some 
other company or firm having business with the com- 
pany in question, it is well to bear in mind the need for 
disclosure. To meet this class of case subsection 3 of 
section 149, that it is to be deemed a sufficient notice of 
interest if a director gives a general notice that he is a 
member of such and such companies or firms and is to be 
regarded as interested in any contract that may, after the 
date of the notice, be made with that company or firm. 
But points calling for close attention are to be found in 
subsection 2. In the case of a proposed contract the 
declaration must be made at the meeting of directors at 
which the proposition is first discussed; if the interest 
arises later then at the next meeting after such interest 
arises ; and, finally, in a case where the director’s interest 
arises after the contract is made the declaration must be 
made at the first meeting thereafter. We understand 
that company solicitors are expressly calling their direc- 
tors’ attention tc this section. In these days, when a 
director’s position is so closely watched, we advise our 
readers when approached on the subject to impress upon 
inquirers the advisability of strict compliance with the 
section. 

Whilst these pages were preparing for publication, 
we have seen in the “ Times ”’ a letter complaining that 
bank managers are unfairly hit by this section 149, in 
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that “ the solicitor advises that it is a practical impossi- 
bility for any bank director to comply with the Act.”’ 
This complaint being made Lord Wrenbury himself 
was moved to answer it by agreeing that subsection 3, 
alluded to above, does not exactly meet the difficulty. 
The position of a bank director (whose bank may have 
dealings with any company) to disclose to his board 
that he has an interest in companies A, B, C and D, and 
so on, is said to be oppressive. Is it? No doubt bank 
directors have interests in many other companies as 
shareholders, but so have other directors. It would be 
invidious and absurd to distinguish between directors 
of banking companies and others. The section is drawn 
widely purposely. And it could not, one would think, 
purposely be drafted less generally. As to the penalty. 
Obviously, common sense comes in. Lord Wrenbury 
seems to agree with Mr. W. W. Paine that subsection 3 
is inadequate. It is difficult to see how it could be 
modified fairly. Full disclosure of interest is desirable and 
subsection 3 as regards the indirect interest of a share- 
holding, if it works hardly in certain cases, is at least 
fair all round. And as a practical matter we may add 
that there is little reason to suppose that the law under 
section 149 will be set in motion save in plain and 
unmistakable cases of a veal conflict of interest and 
duty. 


The South African Reserve Bank 


" ENTRAL reserve banking took South Africa by 
( storm; we did not evolve the system; it 
swallowed us. No attempt was made to study 

the various systems of central banking, or banking and 
currency control, existing in other and older countries in 
order to pick and choose therefrom what was best for us.”’ 
“ Born in a time of financial stringency, disowned by 
the banks, unutilized by the Government, its functions 
completely misunderstood by the public, it is not sur- 
prising that the Reserve Bank has been so far,* a some- 
what ineffective institution.’’ Such are the views of two 
local economists on the South African Reserve Bank, 
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established by Act of Legislature in 1920 and which has 
been held up as a model for other countries to copy. 

At the outset it must be admitted that there was 
no public demand for such an institution at the time of 
its establishment. On one or two occasions a lonely 
voice was heard recommending the establishment of 
a central bank, but never was there any response. Thus 
in 1891, e.g., the establishment of ‘“‘ The Central Bank 
of South Africa ’’ had been advocated at the Cape, along 
the lines of the European national or central banks. In 
IQII, again, a visiting French business man proposed 
the establishment of a National Bank, which, like the 
Bank of England and the Bank of France, would have 
practically the monopoly of issuing bank-notes and 
would do the monetary and financial business of the 
Government. But the response was that the time did 
not seem ripe for making such a departure. Finally we 
have Mr. J. Postmus, now Deputy-Governor of the 
Reserve Bank, once more raising the matter in I913. 
He repeated the warning of all impartial experts— 
“ Establish a central bank ere worse befall us!” and 
urged that in the interest of the country his proposed 
changes in the South African banking system be carefully 
thought out and then only introduced very gradually. 
This proposal, it should be noted, was made at the time 
when South Africa could still boast the possession of 
six official commercial banks, viz., the A.B.C., Natal, 
National, Netherlands, Standard, Stellenbosch, in addi- 
tion to the Transvaal Commercial Bank and the Colonial 
Banking and Trust Company. 

The appeal was in vain. The following year saw the 
war and the rebellion, the embargo on the export of 
specie, followed by a period of inflation with all its 
attendant consequences. Between December 1913 and 
March 1920 the total note issue of the banks had in- 
creased by 303 per cent. and deposits by 113 per cent. 
At the latter date, however, their coin and bullion 
holding amounted to only 94 per cent. of that in 1913, 
while the percentage of gold to notes and deposits had, 
during this period, dropped from 17°5 per cent. to 
7*4 per cent. Between the end of 1913 and I9gI9 
the reserve funds were increased from {2,739,000 to 
£3,643,000, time deposits had increased from £20,093,000 
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to £41,765,000, demand deposits from {20,788,000 to 
£56,199,000, notes in circulation from {2,182,000 to 
£8,220,000, bills discounted (current) from £13,696,000 
to £29,254,000, while loans and advances showed an 
increase from {22,076,000 to £49,056,000. The. results 
of such inflation are obvious. Prices rose, wages followed, 
and especially the low grade gold mines felt the conse- 
quences. Owing to the depreciation of the local cur- 
rency, gold, which was still in circulation, was being 
smuggled out in great quantities to the embarrassment 
of the banks. 

Such were the prevailing conditions when once more 
the establishment of a central bank was recommended. 
As the outcome of the Gold Conference of October 
1919, which urged the introduction of legislation, 
which would inter alia provide “stringent provisions 
against the inflation of currency,’ three Bills were 
drafted by the Treasury to provide for (1) the issue of 
gold certificates, (2) the establishment of a central 
reserve bank, and (3) the consolidation of the existing 
banking legislation. In the meantime, Mr. (now Sir) 
Henry Strakosch arrived on the scene and supported the 
Reserve Bank proposal. In Parliament, a Select Com- 
mittee was appointed on March 31st, 1920, its members 
were appointed on April 16th and by June 22nd it had 
completed its labours and notwithstanding the fact that 
the overwhelming majority of witnesses had opposed 
the idea or saw no necessity for it, yet the Bill was duly 
passed and South Africa came into possession of its 
Reserve Bank. 


Organization of the Reserve Bank. 

The South African Reserve Bank’s pedigree was 
disclosed by the Under Secretary for Finance before the 
Currency Commissioners in 1925, when he declared that 
“To a very large extent the provisions of the Union 
Act were taken from reports issued by the Bank of 
Java. I drafted the Bill with one of the Java Bank’s 
publications and the reports of the American National 
Monetary Commission* beside me. Sir Henry Strakosch 
revised my drafts with Professor Kemmerer’s “ A.B.C. of 
the Federal Reserve System,’’ borrowed from Mr. Samuel 


* Then roughly ten years old! 
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Evans, beside him. In the course of the revision the 
draft got to resemble the Federal Reserve Act more 
closely.” 

The bank is controlled by a board of eleven directors 
of whom the Governor, the Deputy-Governor and three 
other members are appointed by the Government. The 
remaining members are elected by the shareholders. 
Of these, three must be, or must have been, actively 
engaged in commerce or finance, one in agriculture and 
two in other industrial pursuits. Originally the member 
banks alone elected three directors and the other share- 
holders the remaining three, but in 1923 they were 
deprived of this special representation. At present, 
therefore, no directors, officers or employees of other 
banks are eligible. 

The bank’s original capital was fixed at £1,000,000, of 
which not more than 50 per cent. was to be subscribed 
by the local banks, while the balance was to be offered 
for public subscription. The banks were at all times to 
hold not less than 5 per cent. of their paid-up capital 
in the stock of the Reserve Bank, but ordinary share- 
holders were prohibited from holding more than £10,000. 
In 1923, however, the banks were released from this 
obligation in view of their displacement from the 
directorate. They were entitled to hold what they had 
invested, but could never add to this holding as long as 
it exceeded £10,000. 

Provision was made for the payment of a cumulative 
dividend of 6 per cent., and the transfer of any remaining 
balance of profits to the reserve fund until it amounted 
to 25 per cent. of the bank’s paid-up capital. Thereafter, 
only one half of such balance was to be appropriated 
in this way, one quarter was to be paid to the Govern- 
ment and the remaining quarter to the stockholders, 
provided that if this quarter amounted to more than 
4 per cent., the excess was also to be paid to the 
Government. In other words, a cumulative dividend of 
6 per cent. is guaranteed, but on no account can more 
than 10 per cent. be paid to the shareholders. 

The bank is authorized to establish branches in and 
outside the Union, and may act as Government banker. 
It may buy, sell or rediscount (a) commercial, agricul- 
tural and livestock paper; (b) paper issued or drawn 
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for the purpose of carrying or trading in Union Govern- 
ment securities, (c) bills of the Union Government or of 
a local authority. Further it is authorized to make loans 
or advances against local or Union stocks, etc., gold 
coin or bullion, and also against paper which is eligible 
for purchase by the bank. It may also deal in exchange 
and invest in Union or local stock. It may accept 
deposits from the public, buy and sell securities for 
customers, accept the custody and management of 
monies, securities and other articles of value, deal in 
precious metals and open accounts in foreign countries 
and act as agent or correspondent for local or foreign 
banks. The only prohibitions are against trading, deal- 
ing in any bank shares, advancing money on mortgage 
of fixed property, making unsecured loans or advances, 
drawing or accepting bills otherwise than on demand, 
and finally against the acceptance of time deposits 
and the payment of interest on current account. 

The Reserve Bank was also granted the note issue 
monopoly for 25 years. Its notes, which are legal 
tender, were to be secured by not less than 40 per cent. 
in gold and for the remainder by commercial paper or 
trade bills and, in addition, by a first charge on all the 
assets of the bank. From 1923 to 1928, however, Union 
or British Treasury Bills, to an amount not exceeding 
35 per cent., could be substituted for commercial paper. 
Provision is made for the suspension of these require- 
ments subject to the consent of the Treasury and the 
payment of a graduated tax. In addition to the above 
the bank has also to maintain a specie reserve of 40 per 
cent. against its deposits and bills payable, 20 per cent. 
of which may consist of silver. 

Finally the commercial banks are required to main- 
tain reserves of 10 per cent. and 3 per cent. (until 1923— 
13 per cent., and 3 per cent.) against their demand and 
time liabilities respectively, and to publish brief monthly 
statements. 

In our next article we shall consider the activities of 
the bank since its establishment. 
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The Programme of:the New 
French Government 
By Joseph Caillaux 


(Senateur, ancien Président du Conseil) 


internal political developments, as that is not what 

British readers expect of us. Circumstances arise, 
however, in which political and financial problems 
are interlocked, and it is impossible to deal with the 
one without—more or less discreetly—touching the 
other. 

The new French Cabinet has presented to Parliament 
a programme which its authors have called, somewhat 
ambitiously, a “ policy of prosperity.” It has broken 
with the tradition that statements by incoming Govern- 
ments should be a declaration of the principles which 
are to govern their policy. Apart from the Governments’ 
external policy, in respect of which it was necessary 
to state whether or not he intended to continue the 
work of pacification and reconciliation of Europe, 
M. André Tardieu presented mainly a programme of 
expenditure and the reduction of fiscal burdens, in which 
figure followed figure, impressive in number and _ in 
magnitude, but after a fashion evidently designed to 
gain votes and to move public opinion rather than to 
constitute a constructive plan. 

The Prime Minister announced his intention of 
devoting 1,750 millions of new expenditure to agricul- 
ture, 1,450 millions to his policy of social welfare 
(hygiene, hospitals, &c.), and 1,797 millions to public 
works (roads, ports, navigation, &c.). Then, in order 
to meet the necessity for a reduction of taxation—to 
which I alluded in these columns last month—the 
new Cabinet foreshadowed a relief of 2,339 millions. 
This does not include the extraordinary rebate, a 
rather curious innovation in public finance, consisting 
of the concession to taxpayers during the fiscal year 
of a conditional reduction of 10 per cent. on their 
direct taxes. This relief is subject to such strange 


T: is not our habit to criticize or explain here French 
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conditions that the measure seems hardly a concrete 
reality, but rather an appearance meant to satisfy 
public opinion. 

The predominant feeling in Parliament was that 
of surprise; and we must recognize that surprise was 
natural enough. It is, indeed, difficult not to be aston- 
ished at a Government which, though declaring itself 
heir to the Poincaré Government, disregards the recom- 
mendations made by the late Prime Minister to his 
successors through the channel of the Press. In an 
article appearing in “‘ La Nacion,” M. Poincaré rejected 
any step tending to slow down the redemption of debt, 
and any reduction of taxation exceeding the proportions 
indicated last summer by M. Cheron to the Finance 
Committee. He emphasized that the requirements 
of the floating debt are still considerable, and that 
they will increase in the next few years co-ordinately 
with the increase of expenditure. As is known, this 
is by no means our point of view; it is not that 
of the Democrats in Parliament. We do not interpret 
the facts in the same way as M. Poincaré, but it 
is rather curious to see that his late lieutenants have 
abandoned his financial methods without daring to 
acknowledge the fact. 

The Chamber and the Senate were even more 
surprised to find that the Minister of Finance of the 
Tardieu Cabinet was the man who, while in the Briand 
Cabinet, opposed before the Finance Committee the 
reduction of taxes and the expenditure claimed by the 
parties of the Left. The entire discussion between the 
Minister and the Finance Committee, to which I alluded 
last month, centred round the question whether or not 
the balances of the Treasury and the revenues which 
should be applied to the Caisse d’Amortissement were 
to be drawn upon. In endorsing M. Tardieu’s promises, 
the Minister of Finance has practically accepted the 
programme advocated by the representatives of the 
Radical-Socialist Party, which M. Cheron declared 
impracticable and dangerous. 

And no doubt the reader may ask why it is that, 
in these conditions, the Radical Party voted in the 
Chamber against a Government which offered a financial 
and fiscal policy that was fairly similar to their own? 
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There are several reasons for that. The first—which 
is not without importance—is a question of financial 
method. In the Finance Committee, the Democrats, 
working on the preparation of the budget, endeavoured 
to include in the next Budget Act a series of measures 
constituting a homogeneous whole, calculated to confer 
upon the national economy some relief by a reduction 
and a better distribution of the burdens, and some 
support by means of productive expenditure. 

Judging by the new Ministerial declarations it seems, 
on the other hand, that the Government intends to 
add to the normal budget a budget of special expenditure, 
alimented by special measures. This break with the 
essential rule of the unity of the budget enables the 
Government to derive some political advantage by 
devoting grants to agriculture, hospitals, and public 
works, but it is contrary to sound financial policy. 

There is also much scope for discussion in the pro- 
gramme of expenditure included in the Ministerial 
declaration. It does not give the impression of being 
the result of any very profound investigation. What 
is the reason for this figure or for that? It may well 
be asked, for instance, why sea fisheries, in a country 
bordered by three seas, and where the development 
of that industry is obviously inadequate, should be 
allotted 22 millions only, while 70 millions are devoted 
to the creation of a system of broadcasting for the 
provinces, the significance of which it is difficult to 
understand ? 

If the parties of the Left refused to give their 
confidence to the Tardieu Cabinet it was not solely 
because they saw their financial programme, in a rather 
distorted form, being used for Parliamentary and election- 
eering manceuvres. It was also because—I cannot 
help touching politics here—the new French Government, 
by its composition, disquiets the French Democrats, 
and not without reason. My English readers should 
realize this, however extraordinary it may appear to 
them: the Tardieu Cabinet is a Government based 
purely on the parties of the Right, more so than any 
Government France has had for about fifty years, 
since the Republicans have broken the influence of 
more or less disguised Monarchists. The situation is 
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without analogy in Great Britain. It would be, indeed, 
most inaccurate to argue that the Conservatives, in the 
sense in which this term is understood in England, 
have come into power in France. British Conservatives 
have certain tendencies which, in our country, would 
be compatible with a Republican policy, as for instance 
from a fiscal point of view. To reproach the Tardieu 
Government with being a “diehard” Ministry would 
only be justified under much reserve and many qualifica- 
tions. Its policy has, however, brought into power 
certain people who, while deputies, declared themselves 
in favour of the revision of the relation between the 
Church and the State as established by the Republic. 

There is, therefore, reason to fear that conflicts 
which have been regarded as settled for the time being 
will be renewed. Time only will tell whether the 
Tardieu Government will allow itself to become com- 
mitted to a policy in which great plans of economic 
development will shrink into the background, and the 
struggle between Republicans and Nationalist Clericals 
revive with the same violence as in the past. 

The Prime Minister is undoubtedly a man of con- 
siderable merit; the question is whether he will displey 
the qualities which make the statesman. It remains 
to be seen whether he will be able to rule his majority. 


International Banking Review 


UNITED STATES 


| «a decision of the leading New York banks to 

come to the rescue of the Stock Exchange has 

undoubtedly been responsible for preventing the 
slump from assuming disastrous dimensions. The 
support of the banks was unable to prevent a further 
decline, but to some considerable extent controlled the 
downward trend. It is interesting to point out that 
opinion in New York banking circles was by no means 
unanimous as to the attitude adopted towards the Wall 
Street stump. When the leading banks were invited to 
participate in the conference held at Messrs. J. P. Morgan 
& Co., to discuss means of intervention, one of the 
principal financial houses is understood to have declined 
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the invitation on the ground that, having done nothing 
to encourage the public to go into the market, it feels itself 
under no moral obligation to help them to liquidate 
their commitments, and that, in any case, it is not the 
banker’s job to buy ordinary shares in any circumstances. 
There is something to be said in favour of this attitude. 
There are comparatively few among well-known American 
bankers whose conscience is innocent of any optimistic 
utterance about everlasting prosperity, tending to 
encourage both professional speculators and the public 
to buy shares at a level at which they were already 
obviously overvalued. The moral is that bankers should 
abstain, as far as possible, from expressing any opinion 
on Stock Exchange tendencies. 

A more important aspect of the question is whether 
bankers are justified in immobilizing themselves by 
buying ordinary shares in large amounts. Although 
their intervention is meant to be temporary it is doubtful 
whether they can sell out as quickly as they intend to, 
without having to cut substantial losses. Commercial 
banks, handling depositors’ money, should certainly 
abstain from such operations, even if they possess suffi- 
ciently large resources of their own to use for the purpose. 

Although many banks have to carry large blocks of 
shares bought in support of Wall Street, in addition to 
their frozen brokers’ loans, the situation of American 
banks as a whole is unquestionably safe. Some of them 
may have to cut substantial losses when liquidating 
their commitments, but they have accumulated such 
ample hidden reserves as to be able to stand the losses 
without any serious difficulty. As the Wall Street 
slump is likely be followed by a period of slack business 
conditions the earning prospects of the banks are bound 
to be affected. This is likely to check the expansion 
of banks both by means of capital increases and of 
amalgamations. In fact, the plan for the amalgamation 
of the Corn Exchange Bank and Trust Co. with the 
National City Bank, arranged previous to the slump, 
has had to be abandoned, for the time being. 


FRANCE 
A new banking institution is being established in Paris 
under the name of Banque d’Acceptance, with the 
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object of specializing in acceptance and discount business. 
Its capital will amount to 100,000,000 f., of which 
25,000,000 f. will be paid up. The new bank will be 
established under the auspices of the Banque de l’Union 
Parisienne, whose chairman, M. Sargent, will probably 
be on its board of directors. Its offices will probably 
be on the premises of the Banque de |’Union Parisienne. 
Other banks participating in the scheme include the 
Banque de Paris et des Pays Bas, the Société Générale, 
the Banque Nationale de Crédit, and the Crédit Com- 
mercial de France. It is understood that the Bank of 
France is very much in favour of the scheme, on the 
ground that it will contribute towards the development 
of the Paris Bill Market which is strongly favoured in 
official quarters. The new institution will enjoy exten- 
sive rediscount facilities with the Bank of France, while 
the limit of its acceptance credits will probably be 
fivefold its subscribed capital. It is believed that the 
Crédit Lyonnais and the Comptoir National d’Escompte, 
which have declined to participate in the scheme, are 
considering the establishment of another similar company 
under their control. 

Although the new acceptance house will undoubtedly 
help the development of French acceptance business it 
will in itself not go far towards the solution of the pro- 
blem of establishing a good bill market. What is needed 
more than an acceptance house is discount houses and 
bill brokers. It is highly doubtful whether the function 
of such intermediaries would be a paying proposition 
in Paris. Those acquainted with the psychology of 
French banks consider it unlikely that they would loan 
their funds regularly to discount houses at a sufficiently 
low rate of interest to allow a fair margin of profit. Pos- 
sibly if discount houses were established under the 
auspices of the leading commercial banks they could 
depend on those banks for a regular supply of funds. 

The Banque de l|’Indochine will increase its capital 
shortly, in connection with the renewal of its note- 
issuing privilege in the French colonies. The Govern- 
ment will subscribe half of the new shares, while the other 
half will be offered to the shareholders. The agreement 
grants the bank the note-issuing privilege for a long 
period, instead of the provisional renewals granted from 
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time to time ever since the war. The oft-changing 
relations between this bank and the Government, which 
have now entered a new phase, have a rather interesting 
political background. 

The net earnings of the Crédit Mobilier Frangais for 
the year ended June 30 amounted to 11,760,290 f. 
against 10,588,861 f. for the previous business year. 
The dividend remains unchanged at 4of. per share. 
The Banque Franco-Japonaise earned a net profit of 
1,553,510f. in 1928-29 against 1,477,035f. for the 
previous fiscal year. The dividend is increased from 
I5 per cent. to 16 per cent. The Banque de |’Algérie 
has increased its dividend from 305 f. for 1927-28 to 
to 325 f. for 1928-29, free of tax. The gross profits of 
the Comptoir Lvon-Alemand for 1928-29 amounted to 
48,381,386 f. against 45,548,566f. for 1927-28. The 
dividend remains unchanged at 55 f. per share. 


GERMANY 


The past month has probably produced a new high 
record in the number of banking difficulties and banking 
scandals. The Kieler Bank suspended payments on 
October 24, its losses amounting to about 3,000,000 
reichsmarks, twice the figure of its share capital. The 
Deutsche Bank is represented on the board of directors 
of the bank, which probably accounts for the extent of 
the confidence of depositors. The Deutsche Bank 
refused to assist the bank, however, as it was discovered 
that the management had been systematically falsifying 
the books to disguise from the directors the real state of 
affairs. They were guilty of speculating on their own 
account, which was the cause of the major part of the 
losses. One of the managers owed the bank 1,200,000 
reichsmarks, another 850,000 reichsmarks, while several 
members of the staff, following the example of their 
managers, were also involved to a smaller extent. 
Criminal proceedings have been initiated, and provision 
has been made for the assistance of the large number of 
small depositors. The bank played a considerable part 
in financing the local shipping business. As a result 
of the calling in of credits in consequence of this failure, 
one of the local savings banks has also suspended 
payments. 
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Two of the Beamtenbanks (banks for employees) 
have also suspended payments. Several banks have 
offered special facilities to the employees who have been 
affected by these failures. The managers of the Berlin 
Stadtbank (Municipal Bank) have been suspended, owing 
to alleged irregularities in the management of the bank. 
The Berlin merchant banking firm Julius Cunow & Co. 
has become insolvent; its senior partner has committed 
suicide. The bank was established in 1868, but is of 
moderate significance. The Frankfort banking firm 
Paul Schlesinger-Trier & Co., which was established in 
1921, got into difficulties. It had no connection with 
the Berlin banking firm of Schlesinger-Trier & Co., 
which was absorbed recently by the Frankfort house 
Lazard Speyer Ellissen. The Bankhaus Horst Fritzsche, 
Dresden, closed its doors owing to losses on credits 
granted. A Silesian banking house of old standing, 
W. Bielschowsky, which was established over a hundred 
years ago, has suspended payments. The managing 
director of the Liibecker Kreditanstalt has resigned 
owing to alleged heavy losses suffered by the bank. 

In addition to the bank suspensions, a number of 
important commercial and industrial firms have also 
suspended payment. London banks are involved to a 
considerable extent. As a result of these suspensions, 
credits to German firms have been called in to some 
extent. 

ITALY 

The series of small bank failures has not yet come 
to an end. The latest suspension is that of the Banco 
Bombelli, Rome, which suffered substantial losses on 
operations on the Bourse. Its deficit is believed to 
amount to several millions of lire. Another small Rome 
banking firm, the Banco Giacomo Orselli, has also closed 
its doors. These failures affected the Bourse only, 
where both firms had considerable commitments; other- 
wise the loss to depositors and other creditors will 
probably be small. 

The Banco di Napoli, which has a branch in New 
York, has established there the Banco di Napoli Trust 
Co., with a capital of $1,000,000 and reserves of $700,000. 
This is the third Italian bank to establish affiliated banks 
under American law in New York, the other two being 
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the Banco di Sicilia and the Banca Commerciale Italiana. 
All these banks have also maintained their own branches ; 
certain kinds of business are more conveniently carried 
on by branches, while the form of a trust company is 
necessary in order to be in a position to accept deposits, 
and to transact certain other kinds of business. Owing 
to the large and prosperous Italian colony in New York, 
the activity of Italian branches and affiliates there is 
_ very profitable. 
BELGIUM 

The Banque de Bruxelles has decided to increase 
its share capital from 440,000,000 f. to 640,000,000 f. 
The bank has been very much in the public eye during 
the past month, in connection with unfounded rumours 
as to its difficulties. The origin of these rumours was the 
bank’s commitment in the financing of the international 
cork trust scheme of M. Perena. The bank is under- 
stood to have granted substantial credits to the Com- 
pagnie Industrielle et Commerciale de Liége, which 
controlled the cork trust, while Spanish banking interests 
have also participated in the scheme. An attempt was 
made by M. Perena for the acquisition of control of the 
Banco Central, but it did not succeed, owing, it is believed, 
to the firm attitude of the Government. The difficult 
situation thus created was solved by the formation of a 
Spanish group to take over the control of the cork trust, 
with a share capital of 100,000,000 pesetas. The 
Banque de Bruxelles received shares of the new company 
in settlement of its claim amounting to 75,000,000 f. 

Although the bank’s credits to the cork trust were 
unquestionably frozen for a time, its position has all the 
time been safe beyond doubt. In spite of the adverse 
rumours there was no run of depositors. The bank has 
sold its holding of Sofina shares, in order to increase its 
liquid resources in case of need, but there was no actual 
need for any emergency measures. It was also rumoured 
at one time that, in connection with the alleged diffi- 
culties, there was a rapprochement between the Banque 
de Bruxelles and its rival institution, the Société 
Générale de Belgique, and that the latter would acquire 
a controlling interest in the former. These rumours 
also proved to be without foundation, and the rapproche- 
ment manifested itself merely in a joint action to check 
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the adverse trend in the Bourse. Bank shares suffered 
severely as a result of the rumours, but confidence has 
been fully restored. 

The net profits of the Italo-Belgian Bank for 1928-29 
amounted to 22,854,886f. The dividend remains un- 
changed at 12 per cent.; 10,000,000.f. has been added to 
the reserves which have thus increased to 100,000,000 f. 
The Banque Belge pour |’Etranger maintains its dividend 
for 1928-29 at 50f. net per share. 


LUXEMBOURG 


A consortium has been formed to liquidate the 
liabilities of the Banque Privée of Luxembourg which 
suspended payments last year. An offer ofa settlement of 
60 to 70 per cent. is expected to be made to the creditors. 

The net earnings of the Banque Commerciale S.A., 
Luxembourg, for the year 1928-29, amounted to 622,743 f. 
A dividend of 10 per cent. will be paid, the same as last 
year. The Luxemburger Unionbank, which is controlled 
by three German private banks, earned a net profit of 
1,077,000 f. against 1,008,000 f. for the previous business 
year. The dividend has been raised from 16 per cent. to 
32 per cent. 


SWITZERLAND 


The Banque de Genéve, in which the Canton of 
Geneva has a participation of 50 per cent., is increasing 
its share capital from 12,000,000 f. to 20,000,000 f. The 
new shares will be offered to the old shareholders. 
Rumours of the absorption of the Comptoir d’Escompte 
de Genéve by the Union Financiére de Genéve are 
denied in authoritative quarters. 

The outlook for the creditors of the Zurich banking 
firm, Wolfensberger & Widmer, which failed last year, 
is anything but satisfactory. The bank’s principal asset 
is its holding of Zuger Metallbank shares. That bank 
also suspended payments soon after the failure of its 
parent company, and its shareholders decline to pay up 
the callable part of the shares on the ground that the 
shares were sold to them under false pretences. Should 
the legal result of the action be in favour of the share- 
holders, the creditors of Wolfensberger & Widmer are 
not likely to get much more than Io per cent. 

AA2 
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HOLLAND 

Holland has not altogether escaped the autumn 
wave of bank troubles. Fortunately, rumours of the 
difficulties of a well-established private banking firm 
proved to be without foundation. On the other hand, 
the Bank Van Leuwen & Co., Hilversum, suspended 
payments. The Wolbank of Amsterdam, which was 
established five years ago, has decided to go into voluntary 
liquidation. Its position is perfectly safe, and it is 
controlled, moreover, by a very strong Dutch group, 
including R. Mees & Zoonen, Rotterdam, Albert de Bary 
& Co., Amsterdam, the Nederlandsche Handel Maat- 
schappij, Hope & Co., Lippmann, Rosenthal & Co., the 
Twentsche Bank, the Rotterdamsche Bankvereeniging, 
Pierson & Co., and Mendelsohn & Co., Amsterdam. The 
reason for the decision is that the bank’s activities have 
declined to such extent as to make its maintenance 
unprofitable. The creditors will be repaid in full, and 
the debtors are given facilities to transfer their accounts 
to other Dutch institutions. 


AUSTRIA 


The successful settlement of the crisis of the Allgemeine 
Oesterreichische Bodencreditanstalt has caused general 
satisfaction both in Austria and abroad. That institution, 
which was the second largest bank of Austria, has 
immobilized its resources to a great extent in industrial 
enterprises such as the Steyer Motor Works, the Fanto 
Oil Refineries, etc. At the same time, it has taken a too 
active part in domestic politics, and associated itself 
too closely with one of the two principal political parties. 
As political conditions in Austria were rather troubled 
in September it was feared that any serious clash would 
affect the position of the bank, and for this reason deposits 
were withdrawn on a large scale. In order to prevent a 
collapse, the Government and the National Bank took 
the matter in hand, and their intervention resulted in an 
agreement for the absorption of the bank by the leading 
Austrian bank, the O6esterreichische Creditanstalt fiir 
Handel und Gewerbe. This institution is increasing its 
share capital from 85,000,000 schillings to 120,000,000 
schillings, and is giving one of its shares of 40 schillings 
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nominal in exchange for four Bodencreditanstalt shares 
of 50 schillings nominal. 

The Austrian National Bank has deposited with 
foreign banks an amount of $15,000,000 to enable the 
Creditanstalt to draw upon it, if necessary, to meet 
the foreign liabilities of the Bodencreditanstalt. As the 
amount of new shares required for the absorption of 
the Bodencreditanstalt is only 11,000,000 schillings, and 
the remaining 24,000,000 schillings will be issued at a 
considerable premium, the Creditanstalt will obtain 
considerable liquid resources through the transaction. 
The issue is underwritten by an international banking 
group headed by the Vienna banking house S. M. 
Rothschild. Asa result of the amalgamation, a number of 
overlapping branches will be suppressed, while several 
industrial enterprises formerly controlled by the Boden- 
creditanstalt will be amalgamated with industrial 
enterprises controlled by the Creditanstalt. The trans- 
action is calculated to put the banking situation of 
Austria on a sounder basis. 


CZECHOSLOVAKIA 


In accordance with the statement made by Dr. 
Pospisil at the shareholders’ meeting of the Czechoslovak 
Bank, a Bill has been passed for the establishment of 
the gold standard. The National Bank is under legal 
obligation to maintain the stability of the crown at a 
rate corresponding to 44°58 milligrammes of fine gold. 
It has to buy and sell gold at that price in quantities of 
not less than twelve kilogrammes at the head offices 
and at some of the branches. Should the bank fail to 
carry out this liability, its note-issuing privilege will be 
cancelled. Coins of 100 crowns will be minted, containing 
gold of ‘goo fineness. The legal minimum of the gold 
reserve has been fixed at 25 per cent., and will be raised 
to 30 per cent. at the end of 1930 and to 35 percent. at the 
end of 1935. Not more than half of this ratio may be 
represented by foreign currencies on a gold basis. The 
bank’s share capital of $12,000,000 will be converted 
into 405,000,000 crowns. The board is authorized to 
increase the capital at a future date to 607,500,000 crowns. 

The preamble of the Bill explained that the adoption 
of the gold standard is desirable in order to dispel any 
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uncertainty as to a possible change in the value of the 
crown. From time to time, rumours of a possible change 
have resulted in hoarding of notes or a strong demand for 
foreign currencies. The legal stabilization of the exchange 
disposes definitely of these rumours. At the same time, 
it will enable the National Bank to participate in the 
Bank for International Settlements, and it will enable 
foreign central banks to include the Czech crown in- 
their foreign exchange ‘reserves. The preamble states 
that present conditions are very favourable for legal 
stabilization. 
HUNGARY 

The Central Corporation of Banking Companies has 
made an offer to the British creditors of the Hungarian 
Land Credit Bank to pay 80 per cent. of their claims. 
The Hungarian Land Credit Bank suspended payments 
some months ago, and though its London creditors were 
covered by bills of freeholders the recovery of those 
bills would have caused considerable difficulties. The 
creditors agreed to postpone any action against the 
farmers, on the understanding that the Central Corpora- 
tion of Banking Companies will take the matter into 
its hands and will make a satisfactory offer. It is 
understood that the creditors consider the offer of 
80 per cent. as adequate, but it is hoped that an agreement 
will be reached shortly. 


YUGOSLAVIA 

The National Bank of the Kingdom of Serbs, Croats 
and Slovenes has decided to change its name into 
Privileged Bank of the Kingdom of Yugoslavia. <A 
printing press is being constructed, and will commence 
activities in December. 

The president and the managing director of the 
Belgrade Export Bank (Izvozna Banka) have resigned 
in connection with heavy losses the bank is stated to have 
suffered as a result of financing grain export transactions. 
The price of the shares dropped from 860 to 750 dinars. 


DENMARK 
The month’s sensation was the suspension of payment 
by the Folkebanken of Copenhagen and Frederiksberg, 
as a result of the difficulties of the group of companies 
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controlled by Mr. Harald Plum. The bank had consider- 
able credits in London and other foreign centres. A 


reconstruction scheme has been elaborated by a group 
of banks under the auspices of the National Bank and 
the Inspector of Banks, and the Folkebanken has been 


reopened for business. 
full. 


Its creditors will be repaid in 
On the other hand, the companies whose troubles 


were the cause of the difficulties of the Folkebanken are 


believed to be in a hopeless state. 


Mr. Plum, who was 


also involved in the failure of the Landmansbank some 


years ago, committed suicide. 


The share capital of the Folkebanken will be written 
down from 5,000,000 kroner to 3,600,000 kroner, after 
which the principal banks will pay in a special deposit 
of 2,400,000 kroner repayable between 1932 and 1940. 
The board of directors has been reconstructed. As a 
result of the difficulties, two private banking firms, 


the Bankhaus Steffensen & Co. and the 
Christian Wulff & Co., have decided to go into liquidation. 


Bankhaus 








Bank Meeting 
ROYAL BANK OF SCOTLAND. 


ANNUAL GENERAL COURT OF PROPRIETORS. 





HE Annual Court was held at Edinburgh 

on Wednesday, November 27; His 

Grace the Duke of Buccleuch, K.T., 
Governor of the Bank, presiding. 

In moving the adcption of the report, His 
Grace said : 

I presume it will be your pleasure that the 
annual report and balance-sheet with the 
auditors’ report, which have now been in 
your hands for some days, shall be taken as 
read. The directors are pleased to be in the 
position again to submit a statement which is, 
they believe, calculated to prove highly 
acceptable to the proprietors. 


LARGER DEPOSITS 


Looking first at the liabilities, the deposits 
show an increase over last year’s figures of 
more than {£1,500,o0oo—amounting as they 
now do to over £46,000,000. With such large 
figures we are always prepared for a certain 





measure of fluctuation, downwards or up- 
wards, as the case may be, and it is pleasing, 
therefore, to be able to record such a substan- 


tial increase again this year. The scheme 
introduced in January last for opening small 
deposit accounts has proved most successful 
and has already contributed quite a material 
sum to our deposits. It has been gratifying 
to watch the continuous growth under this 
head from week to week. The extensive use 
of home safes is another interesting develop- 
ment in the same direction—the whole 
movement being, in the view of the directors, 
a forward step in the encouragement of 
saving and thrift throughout the country. 


NOTE CIRCULATION AND 
ACCEPTANCES 


Notes in circulation show a moderate 
increase. There is a considerable reduction 
in the amount of our acceptances, but these, 
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as you know, are always subject to the current 
trade conditions affecting our various 
customers and connections for whom we 
undertake this class of business. 


LIQUID CONDITION: INVESTMENTS 


Turning now to the assets, you will find 
that the liquid position of the Bank is more 
than maintained, whilst our holdings in 
investments are much the same as last year. 
Notwithstanding the fall in the market 
quotations for British Government and other 
securities, the sentence appearing on the first 
page of the report to the effect that the 
Bank’s investments are valued at or under 
the prices ruling at the date of the balance is 
a very moderate statement of the position. 


DISCOUNTS 


Bills discounted show an increase of nearly 
£400,000. Apart from the bank and trade 
bills in our portfolio, of which we hold over 
£3,600,000, as you will observe we also have 
British Government Treasury Bills to the 
large amount of {£2,595,000. These items, as 
you will appreciate, form a large and desirable 
addition to the liquid resources of the Bank. 


BANKING ADVANCES AND TRADE 


We now come to the staple element in our 
business as bankers—namely, the advances 
on cash credit and current accounts. It is 
this figure which indicates what we are doing 
for our trading, agricultural and other 
borrowing customers. Under this head we 
have lent out no less a sum than nearly 
twenty-two and a half millions—there being 
an increase of one and a half millions over 
last year’s amount. I would venture to 
submit that, so far as the figures of this 
particular Bank are concerned, there is no 
evidence of that contraction in credit for the 
financing of industry of which we have been 
hearing a good deal recently in certain 
quarters. There are well-defined limits to 
which the banks are confined in their lending 
policy and, in this connection, they must 
never forget that the great bulk of their 
deposits are repayable on demand. We 
think the figures published by us from year 
to year testify that, consistently with sound 
banking principle, the Directors of this 
institution are always intent upon meeting 
the legitimate demands of trade and industry. 


COMMITTEE ON BANKING, 
FINANCE AND CREDIT 


The Government, as you know, have 
appointed a Committee representing a wide 
range of interests to inquire into banking, 
finance and credit. The problem is a com- 
plicated one, and I may venture to say that 
whilst the banks look forward to the findings 


of the Committee with interest, they also, in 
view of what they are already doing for trade 
and industry, can afford to await them with 
confidence. 


STATE OF TRADE 


The position of the great heavy trades— 
coal, iron, steel and also shipbuilding-— 
remains difficult, although the tone on the 
whole is somewhat better, and one can only 
express the hope that the measures which 
are being taken for the grouping and better 
organization of different businesses and the 
adoption where applicable of the new prin- 
ciple of rationalization on a wide scale, as well 
as the introduction of up-to-date machinery 
where existing plant has become obsolete, 
may result in such a reduction in the costs of 
production as will enable us as a country to 
improve our position in relation to foreign 
competition. The adoption of such methods 
seems to provide a means of enabling our 
industries to stand up against those of foreign 
countries whose level of wages is lower than 
our own. The effects of derating are bound 
also to prove of assistance in the same direc- 
tion. There has been an upward movement 
in our coal exports, accompanied, it is satis- 
factory to note, by a certain increase in the 
prices received. Everyone desired that not 
only justice, but the utmost consideration 
should be shown to the workers in our mines, 
and it is earnestly hoped that such an 
arrangement may be arrived at between the 
owners and the miners as may enable the 
coal trade not only to retain the markets 
abroad which they have to some extent 
regained, but to improve greatly upon the 
existing figures. As regards trade generally, 
there are not wanting signs that rather better 
conditions are now being experienced in 
certain branches. 


COURSE OF MONEY: HIGHER RATES 


As a result of the orgy of speculation in the 
United States, America, for a time at least, 
ceased to function as the largest creditor 
nation in the world. We saw stocks bid up 
far beyond their true values, and call money 
rates reached heights undreamt of in this 
country. Foreign balances, normally kept in 
London banks, were attracted to New York 
to earn the higher interest rates being paid 
there, and, in addition, with our lower lending 
rates, we had to meet demands for credit on 
an increased scale from the Continent and the 
Dominions. It was not therefore surprising 
to see the exchanges move acutely against us 
and the Bank of England’s reserves of gold 
steadily diminishing. Every endeavour 
appears to have been made to avoid inflicting 
the additional burden of dearer money on the 
industry of this country, but the position at 
last called for protective measures, and on 
September 26 the Bank of England rate 
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was raised to 6$ per cent., a figure abnormally 
high for this country. A storm of criticism 
accompanied this step, but in view of recent 
events, the action of the Bank of England 
(who were not by any means precipitate in 
their decision) has been abundantly proved 
the correct one, and we are now working at a 
54 per cent. rate. Perhaps I may add here 
that, contrary to what appears to be a 
general belief, high rates are by no means 
desired by the banks—indeed, the margin of 
banking profit is considerably reduced when 
the rates go up, as has been recently ex- 
perienced. It is obvious that high rates, 
although they may only extend over a brief 
and temporary period, form a burden upon 
the costs of production in so far as these are 
affected by the borrowing of money by 
traders, but the effect is not serious compared 
with, say, the increase in the price of raw 
materials and other imports that would have 
followed from the adverse exchange condi- 
tions which would have resulted had the 
Bank of England not taken the situation in 
hand. After all, such a high rate as 64 per 
cent., or even 6 per cent., never lasts very 
long, and the increased charge for interest 
upon a particular business does not amount 
toso very much. We are not minimizing the 


effect in cumulo of higher rates on trade in 
general, or their influence, and the accom- 
panying sense of uncertainty, in discouraging 


new ventures and extensions, but it is quite 
easy to indulge in exaggeration on this sub- 
ject. It must not be forgotten also that our 
depositors benefit considerably by the 
increased deposit rate. 


PROFITS AND APPROPRIATIONS 


The net profits of the year as shown, 
after providing for bad and doubtful debts 
as well as for contingencies, amounted to 
£504,532, which is just about the same as 
the profits shown last year. It is a grati- 
fying testimony to the earning capacity of 
the Bank that we are able to show such 
results notwithstanding the prevailing condi- 
tions. The usual appropriations having been 
made to bank buildings and pension reserve 
fund, the directors have been able to recom- 
mend the payment of a dividend at the same 
rate as for the previous year—namely, 
17 per cent.—and over and above have 
carried to rest the sum of 114,532, 
bringing up the rest or reserve fund to the 
figure of £2,910,320. 


CONTINUED GROWTH 


Our business connections both at home 
and abroad continue to grow, and the past 
year has been one of continued progress 
and development. We have opened six 
new branches in Scotland during the year. 


DIRECTORATE 


The death of Mr. Robert William Dundas, 
one of the ordinary directors, occurred on 
the day preceding our last annual court, 
and I then expressed the sense of loss which 
we all felt so deeply. We have also to lament 
the death of Mr. Maldwin Drummond, who 
was a partner in the old banking house of 
Drummonds’, and who, since we took over 
the business of that firm, had acted as one 
of our local directors at Charing Cross. 
Mr. Drummond was a man of engaging 
personality, and was widely known and 
much respected. As you will observe from 
the report, the directors have filled up the 
vacancies on the ordinary board by electing 
Mr. Robert Nevill Dundas, W.S., and Sir 
Alexander Wright. Mr. Dundas is well 
known in legal circles as the senior partner 
of Messrs. Dundas and Wilson, W.S., whose 
valued connection with the Bank extends 
over a long period of years. Sir Alexander 
Wright has passed the whole of his business 
life with the Bank, and during the past 
twelve years he has occupied the position of 
general manager with conspicuous ability and 
success, and the directors thought that a 
fitting way to mark their high appreciation 
of the services which he has rendered was 
to ask him to join the board. __ I feel confident 
that this step will meet with the unanimous 
approval of the stockholders. 


THANKS TO OFFICIALS AND STAFF: 
APPOINTMENTS 


The Directors desire to extend their thanks 
to the officials and members of the staff at 
head office, London, Glasgow and Dundee, 
and all the other branches, for their loyal 
and willing co-operation. In this connection 
it is of interest to mention that in the early 
part of the year the directors appointed 
as deputy general manager at the head office 
Mr. William Whyte, who for a number of 
years very ably managed the affairs of our 
City office in London, and I am sure that this 
will result to the advantage of the Bank. 
Mr. Robb, who was deputy manager at 
Bishopsgate, was appointed as Mr. Whyte’s 
successor. 


APPROVAL OF ACCOUNTS: DIVIDEND 


With these observations I beg to propose 
that the report now submitted, containing 
a statement of the accounts and balance 
sheet, be approved, and that out of the 
Profits of the year a dividend at the rate 
of 17 per cent. per annum for the half- 
year, under deduction of tax, be now 
declared in conformity therewith. 

The report was approved, and the governor, 
deputy governor, extrao.dinary directors, 
and the retiring ordinary directors were 
re-elected, and auditors were appointed for 
the ensuing year. 
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1 Where possible the figures are taken from returns issued for the 

2 Excluding a smali amount held in the Banking Department. 

3 Apart from an unascertainable amount of gold not appearing sepa 

4 Up to April 1927 the figures include gold, both “ available ” and “ 
June 1928 give the total gold holding in one amount. 

5 Gold and silver holdings. 


Table II CREDIT AND CURRENCY 








1 2 
CLEARING BANKS BANK OF ENGLAND F 
| | Currency 
Other Deposits 4 Notes an 
: 7 ; Certificates 
Net Notes in | Outstanding 
Circulation : 





3 
Reserve 


Deposits Cash Advances rE 
Total Bankers 
| Balances 

_| £millions | £ millions | £ millions | £ millions | £ millions | £ millions | £ millions | £ millions 


83-6 288-0 
s3° 288°1 
82- 236°3 


SEPTEMBER 1,623- 189-6 877° 104: 
OCTOBER .. 1,648- 192- 885° 105: 
NOVEMBER 1,647°6 191- 886° 101-6 


II tI 


1927 
AvueusT .. | 1,669- 191- 918- 100°: 
SEPTEMBER 1,668 - 192- 919- 98 - 
OCTOBER .. | 1,710°2 195- : 100- 
NOVEMBER 1,693- 191- 5° 97° 


1928-29 
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SEPTEMBER 
OCTOBER .. 
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JANUARY .. 
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APRIL ee 
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JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER .. 
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AUGUST .. 1,634- 192- 871- 106- | 32: 84: 291°9 
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1 Monthly averages, nine banks. 2 Average of four or five weekly returns. 3% The figures prior '| 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker’) 
Diary,” Dec. 1928 issue.) ¢ Total note issue, less notes in Banking Department, and (prior to Nov. 22, 192%) 
less notes in Currency Note Reserve. 
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Table I—cont. 
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of the month, otherwise from returns at the end of the previous month. 





he returns of the Bank of France. 
able”; thereafter only “available” gold. | Returns issued after stabilization at the end of 


Table III GOLD MOVEMENTS 
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| BANK OF EN#LAND UNITED KINGDOW 
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3 VAAL GOLD 
rrency Net OUTPUT 





ifieates Purchases Sales Inflax (+) Imports Exports sais (+) 
tanding or Efflux (—) Exports (—) 
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iilions ee ae — —"? — nes 
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AUGUST .. L 3-2 + 
19 SEPTEMBER + 2 + 
38-0 OCTOBER .. — 3:5 - 
38°1 NOVEMBER + +5 - 
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1 Figures compiled from daily bulletins of the Bank of England. 








WEEK ENDING: 
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Table V 


All figures given above, except those of 
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2 The old parity of 25-2215 
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Table IV—cont. 
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reasury Bills, are averages of daily rates. 


Table V—cont. 








AMSTERDAM BERLIN STOCKHOLM BOMBAY KOBE pie De BUENOS AIRES 
JANE 
Fl. to £ Rmk. to £ Kr. to£ d. per Rupee d. per Yen. d. per Milreis d. per Gold Peso. 
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abandoned as from June 25, 1928, 
abandoned as from December 22, 1927. 
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Table VI 


COAL PIG-IRON STEEL 





1 Exports 2 2 
Production (including Number of Production Production 
Coke) Furnaces in 
: Millions of Millions of Blast Thousands of | Thousands of 
Tons Tons Tons Tons 


1926 
AUGUST 
SEPTEMBER... 
OCTOBER 
NOVEMBER .. 


1927 
AvuGUST ee ee oe oe ee 9: “6 35 596 
SEPTEMBER. . ee oe oe ee 9°5 *6 591 
OCTOBER .. ee ee ee ee : “{ 2 496 
NOVEMBER... oe ee ee oe 9-6 . 5f 576 


1928-29 
AvaustT. 
SEPTEMBER. . 
OCTOBER .. 
NOVEMBER .. 
DECEMBER .. 
JANUARY .. 
FEBRUARY .. 
MARCH 
APRIL 
May 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
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504 

544 
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540 683 
564 765 
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170 682 753 
168 665 848 
166 689 890 
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1 Total for four weeks. 2 Returns issued 


Table VI BRITISH TRADE AND INDUSTRY—cont. 


1 

ALL COMMODITIES BANK CLEARINGS UNEMPLOYMENT J 
| 4| Index of 
2 3 | Percent- | Numbers Predue- 

Imports Exports | Re-exports| London |Provincial Total Compar- age of on Live tion 

“Country” able Total| insured Register 
persons 

£ £ £ £ £ £ £ unem- 000’s 1924 = 10 
millions millions } millions millions | millions | millions millions ployed omitted 
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1 Daily averages based on weekly or monthly returns. 2 “Country” clearings at London Clearing 
House. 3 Total clearings (London “Country” and Provincial) adjusted, for comparative purposes, bY 
application of Board of Trade index number of wholesale prices (1924 = 100). 4 Average of four or five 
weekly returns. 5 Reprinted by courtesy of the London and Cambridge Economic Service. 
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Table VI—cont. 
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IRON & STEEL & MANU- 
FACTURES THEREOF 
Imports Exports 
| Thousands Thousands 
of Tons of Tons 
315 164 
446 160 
398 194 
423 166 
286 342 
312 385 
336 385 
285 399 
272 370 
184 295 
261 377 
233 399 
184 359 
244 421 
160 3380 
182 350 
262 340 
257 443 
234 307 
237 376 
255 358 
229 299 
248 390 








MACHINERY 








Imports Exports 
£ £ 
thousands thousands 
884 3,747 

938 3,470 
1,024 3,956 
1,177 3,998 
1,233 3,886 
1,309 4,291 
1,244 4,503 
1,360 5,440 
1,530 4,399 
1,231 3,688 
1,488 4,402 
1,422 4,651 
1,235 4,499 
1,627 5,078 
1,235 4,108 | 
1,444 4,154 
1,574 4,151 
1,802 5,528 
1,695 3,794 
1,687 5,066 
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1,724 4,803 
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5°2 17°5 
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5°1 13-1 
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National Federation of Iron and Steel Manufacturers. 
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Table VIL COMMODITY PRICES 
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1 The indices, which are for the 1st of the month, are entered for the previous month to 
facilitate comparison. 
2 The average for 1926 on the old base (1913 = 100) was 151-1, but the two sets of indices 
are not strictly comparable. 
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Some Midland Bank Interiors 


By Professor C. H. Reilly 


N looking over a batch of photographs of the interiors 
I of Midland Banks, I have before me a large interior 

of a bank in New Street, Birmingham, part of the 
Headquarters new building, London, a _ Darlington 
interior and those of two important London branches, 
Pall Mall and Piccadilly. 


BANKING HALL OF THE MIDLAND BANK, NEW STREET, 
BIRMINGHAM 

Let us begin with the Birmingham interior first, 
because, though the counters appear to have been 
altered recently, it is obviously an oldish structure. 
It is, indeed, a rather fine hall of the late Victorian type. 
The architecture is what used to be called Neo-Grec; 
that is to say, it is in rather a hard type classical archi- 
tecture in which both Rome and Greek detail were used 
but with Greek profiles and enrichments in the mouldings. 
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SOME IMPORTANT 
BURROUGHS 
FEATURES 


Minimum number of result keys. 
Common printing point for adding 
machine and typewriter. 
Keyboard arrangement of both 
units designed for maximum com- 
fort to operator. 

Automatic date in any desired 
position. 

Automatic tabulation to correct 
printing point for all amounts— 
no selection of tabulating keys. 
Automatic computation of balances 
and signalling of overdrafts — 
simple method of printing over- 
draun balances in red. 

Totals and _ balances printed 
directly by depression of a single 
key—no need to copy from dials 
or translate complements. 

Journal or audit sheet record of 
all entries, typewritten and figures. 
Automatic accumulation cf debit 
and credit postings and balances 
(Debit and Credit). 

Perfect alignment of related forms 
with the special collating carriage. 
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BURROUGHS 
TYPEWRITER 
ACCOUNTING 
MACHINES 


for all Bank figure work 


Burroughs Typewriter Accounting 
Machines combine the automatic 
features of the electrically operated 
adding-subtracting machine with 
a standard typewriter. Each unit 
is complete in itself and is operated 
independently. 


These machines offer the best 
solution to any problem in bank 
bookkeeping routine where full 
description is required. Write for 
information to Burroughs Banks 
Department. 


Burroughs Typewriter 
Accounting Machines are used 
on Waste Books, Remittance 
Letters, Supplementary Lists, 
Lists of specified credits, 
Ledgers and Statements, 
General Ledgers, Bill Books, 
Stock Order work, Posting 
Slips—single or multiple, etc. 


Burroughs 


BURROUGHS ADDING MACHINE 


LIMITED, 
Chesham House, 136 Regent St., London, W.1 


Telephone: Branches in 
Regent 7061. all Principal 
\8 lines.) Cities 
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It will be seen from the illustration that the bank is 
contained in one large hall which is surrounded by walls 
decorated with Corinthian pilasters and flat arcading. 
Above this is a ceiling heavily divided by ornate beams, 
the centre compartment of which is a domed skylight. 
The scheme of this interior therefore is a_ perfectly 
symmetrical one with its central axial arrangements 
strongly marked. One enters the hall in the middle of 
one of the end walls, with a window on either side of one 
and the central domed skylight straight ahead, to which 
indeed one’s eyes are powerfully directed by the heavy 
parallel beams in the ceiling. One would expect there- 
fore to find a similar symmetrical arrangement of counter 
and clerks’ desks on the floor, and indeed the whole 
feeling of the hall calls for it. Perhaps there was such 
an arrangement in the spacious Victorian days when the 
hall was built, though I daresay the counter of that time 
was cluttered up with too much detail. That was 
generally the defect of Victorian architecture. One 
can only guess, but it is difficult to imagine the original 
architect of this formal interior pushing all the desks 
against one side of the room and bending the counter 
round them as if for spring cleaning. I feel that this 
arrangement is of a later date, perhaps to get more 
clerks space. If so it is only right to point out that 
it has been done at a certain amount of disparagement 
to the original building. Cne would have thought 
that a U-shaped counter which would have allowed the 
public to stand in the centre of the hall and feel its full 
classical effect would have been the right treatment. 
The counter itself is bravely modelled and panelled, but 
a little too bravely for the more delicate feeling of the 
old work, with its hard guilloche mouldings and other 
Greek detail. The pattern of the floor with its small 
black squares is in better scale. 

Turning now to the Darlington interior by Messrs. 
Brierley & Rutherford we have, as last month with a 
Westminster Bank at Doncaster by the same architects, 
a Wren-like interior, but this time with far more charm. 
It consists of alofty T-shaped apartment with the public 
and the counter in the top of the T and the clerks in the 
leg. Across the top of the leg is a screen with a square 
fluted column on a high pedestal with corresponding 



































Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over a thousand of 
its own branches in England and repre- 
sentation in every banking town in the 
world, and is amply equipped (as are the 
Paris and Brussels offices of the West- 
minster Foreign Bank) for specialized 
service in credits, collections, exchange, 
and all the ramifications of modern bank- 
ing. Banks or merchant houses wishing 
to establish a London connexion are 
invited to communicate with 
the Manager 


WESTMINSTER BANK 


LIMITED 
Head Office: 41 Lothbury, London, E.C.2 
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fluted pilasters on the walls. This screen makes the top 
of the T, where the space for the public is, a complete 
apartment architecturally and a very charming apartment 


VIEW OF THE INTERIOR OF THE MIDLAND BANK, 
DARLINGTON 

it is with its rich cornice and its Georgian wreathed 

circular panel in the centre of the ceiling. The high 

circular headed windows, which appear to give admirable 

lighting, together with the raising of the pilasters on 

high pedestals, suggest once more the Wren City church 
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but suggest it very pleasantly. The various doorways 
to this interior, which are wisely kept low to give height 
and scale, are trimmed round with marble architraves 
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BANKING HALL OF THE MIDLAND BANK, PALL MALL 


and furnishings. These are interesting in themselves 
and carry round the marble of the dado and of the 
pilaster pedestals in a rather charming way. The 
floor is broadly treated in two colours of marble but 
not in the everlasting bathroom squares of black and 
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white. The lines and panels of it have relation to the 
general scheme and help very much the interest of an 
interior, which, if not very modern in feeling, is certainly 
arrayed in a very pleasant fancy dress. The bank and 
the architects are, I think, to be heartily congratulated. 

The Pall Mall branch is a palatial’ affair with what 
appears in the photograph of the banking hall almost a 
forest of columns, but is of no particular architectural 
interest until you reach the manager’s private room, 


THE MANAGER’S ROOM, MIDLAND BANK, PALL MALL 


which has a pleasant semi circular recess of considerable 
size with three windows where his desk is, or descend 
the stairs to the basement where the customers’ inspec- 
tion rooms are. This staircase and its lobby are simply 
and solidly devised in stone or stuc plaster and form 
an appropriate approach. To return to the main hall, 
which after all is the important thing in any bank, we 
find the entrance is on one side and the public are given 
two strips of space along two sides. It seems to me 
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AGENTS AND CORRESPONDENTS THROUGHOUT THE WORLD 











SCHONONONONONONONONONONONONONONONONONONONONONONOWOWC MOMoNO=! 





The 
Hongkong and Shanghai Banking Corporation 


(Incorporated in the Colony of Hongkong. The liability of members ts limitied to 
the extent and in manner prescribed by Ordinance No. 6 of 1929 of the Colony.) 








AUTHORISED CAPITAL Pre sas sah ane £50,000,000 
ISSUED AND FULLY PAID U on wie a $20,000,000 
RESERVE FUNDS— 
STERLING _.... sie ab ae aol des £6,000,000 
SILVER ‘ii = om Fae ss att $14,000,000 
RESERVE LIABILITY OF PROPRIETORS .... $20,000,000 


HEAD OFFICE: HONGKONG, 


COURT OF DIRECTORS: 
N. S. BROWN, Chairman. 
W. H. BELL, Deputy-Chairman. 





Hon. Mr. B. D. F. BEITH W. I. PATTENDEN 
A. H. COMPTON T. E. PEARCE 
M.T. JOHNSON J. A. PLUMMER 
B. L.. LEWIS j. P. WARREN 


CHIEF MANAGER: Hon. Mr. A. C. HYNES. 


BRANCHES AND AGENCIES: 
Amoy, Bangkok, Batavia, Bombay, Calcutta, Canton, Chefoo, Colombo, Dairen (Dalny), Foochow, Haiphong, Hamburg. 
Hankow, Harbin, Hongkew (Shanghai), Ipoh, Johore, Kobe (Hiogo), Kowloon, Kuala Lumpur, London, Lyons, Malacca. 
Manila, Moukden, Nagasaki, New York, Peiping (Peking), Penang, Rangoon, Saigon, San Francisco, Shanghai, Singapore, 
Sourabaya, Sungei Patani, Tientsin, Tokyo, Tsingtao, Yloilo, Yokohama. 
COMMITTEE IN LONDON: 
Sir Charles Addis, K.C.M.G., Chairman, 





A. H. Barlow Sir George Macdonogh, G.B.E., Sir Geo. Sutherland 
D. G. M. Bernard K.C.B., K.C.M.G. A. M. Townsend 
Cc. A, Campbell Lord k.evelstoke Cc. F. Whigham 
MANAGERS IN LONDON: 
Sir Newton J. Stabb H. D. C. Je ses 
Sub-Manager: R. E. N. Padfield Accountant: A. Moncur 


9 GRACECHURCH STREET, LONDON, E.C.3. 











364 THE BANKER 





that if it does not suit English branch banks to have a 
symmetrical banking hall, with the public in the centre 
where they can feel and appreciate the architecture, 


BANKING HALL OF THE MIDLAND BANK, PICCADILLY 


as one always finds in America, but instead to place 
the clerks there, it would be much better if banks and 
their architects gave up all this paraphanalia of classical 
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columns and classical scenic arrangements, which call 
aloud for symmetry and dignity, and sought some other 
and simpler mode of expression. I pointed out last 
month how difficult it is to fit such schemes to irregular 
sites. It is equally difficult to fit them to irregular 
arrangements of an interior with the entrance on one 
side and the counter on another. 

In the Piccadilly interior by Messrs. Whinney, Son & 
Austen Hall to Sir Edwin Lutyens’ charming little brick 
exterior, we have a treatment devoid of columns and full 
of happy things. First the banking hall, not being 
very large though of a good height, is much more domes- 
tically treated. _ The walls to a certain height are 
panelled in walnut and there is a delightful balcony with 
a clock in its balustrade. This balustrade is carved 
and detailed to echo the enrichments of the counters 
and of the ceiling, which latter is divided into simple 
panels by moulded beams with a rich wreath of fruit 
and flowers on their underside. All the top hamper of 
the counter and desks is kept low and is delicately 
detailed. If this is practical here one is tempted to 
ask why cashiers and tellers in other banks must be 
surrounded with partitions reminiscent of the saloon 
bar of a public house. The bronze chandeliers add very 
much to the total effect, which is welcoming and smiling 
like the exterior. One hopes that this interior marks 
a step forward for all small bank interiors, and that the 
days of attempted palatial splendour in them are 
numbered. 

Lastly we have a small part of the great interior of the 
new Midland Headquarters in Poultry by Sir Edwin 
Lutyens and Messrs. Gotch & Saunders, but though 
the photograph shows a double range of square columns 
lined with verdite—a material like malachite built up 
in small pieces, only a brilliant green instead of a brilliant 
blue—I do not think it fair to publish a section of this 
interior and not the whole. It is too interesting a 
thing to be treated piecemeal. When the great banking 
hall is complete and finished in every respect, then a 
whole article should be devoted to it, for it promises 
to be a very interesting as well as a very magnificent 
thing. 
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The World’s Tallest Building 


Tuts extraordinary build- 
ing, for the time being the 
highest in the world, over- 
topping the Eiffel Tower in 
Paris, is being built by the 
National City Bank for an 
allied organization and will 
be known as the National 
City Organization Building. 
If one remembers the spread 
of the base of the Eiffel 
Tower and its sloping lines 
one can see that this build- 
ing, with its base occupied 
by banking halls and the 
whole structure divided into 
seventy-one stories, is no 
mean feat from an engineer- 
ing point of view. Special 
steel arched construction is 
required to allow for wind 
pressure and yet to leave 
the floors clear. Thirty 
lifts will be installed, eight 
of which run up the tower. 
The building is designed by 
Messrs. Cross & Cross, and 
the contract for the struc- 
ture has been undertaken 
by the well-known firm of 
Messrs. George A. Fuller 
Company, who, though they 

have only just started pull- 
ing down, have pledged 
themselves to have the 
building open on January I, 
1931. That is the most sur- 
prising thing of all and, with 
our slower methods, should 
give us furiously to think. 
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Canadian Banking 
"Tome Canadian chartered banks are not sufficiently 


numerous, nor are any individuals or groups among 

them sufficiently differentiated from the others, to 
make it possible to divide them into classes and draw 
statistical conclusions as to the relative efficiency of 
different types of operation. They are only nine in 
number, if we exclude from consideration the purely 
local institution at Weyburn, Sask.; all of the nine have 
metropolitan head offices and a large number of scattered 
branches; all of them carry on a mixture of savings and 
commercial business; all of them are very much alike 
in most fundamental respects. Three of them might 
be classed together by reason of having a substantial 
number of branches and a substantial volume of business 
outside of the Dominion of Canada; but there is nothing 
in the statistics to suggest that that outside business is 
materially different from the branch business as conducted 
in all parts of Canada. 

The only classification which will reveal any 
substantial differences so far as the statistics are 
concerned is that which divides the banks into the “ Big 
Three,” the four smaller English-speaking banks, and 
the two French banks. Between these groups there are 
certain differences which are worthy of consideration, 
though it is not possible to establish any such definite 
difference in respect to operating costs and profits as can 
be shown in the United States between the large and 
small organizations. 

The accompanying table is intended to exhibit the 
amount per branch, for each of the nine banks, of capital 
employed (including both capital and rest account), of 
deposit business in each of the two classes (interest and 
non-interest), and of profits realized. From this table it 
will be seen that the “‘ Big Three” are able to secure 
a very much larger volume of deposits per branch than 
any of their competitors with the single but interesting 
exception of the Dominion Bank. This is true of both 
the interest-bearing and non-interest-bearing deposits 
alike. Two of the three largest banks appear also to be 
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able to obtain a substantially higher proportion of their 
total deposits without paying interest upon them; this 
is apparently not the case with the Bank of Montreal, 
whose interest-bearing deposits are larger in proportion 
to the total than those of any other bank except the two 
French-Canadian ones. But the total volume of the 
Bank of Montreal’s free deposits per branch is so much 
larger than that of any of the others that its profits 
per branch are also higher than those of any other 
establishment except the Dominion. 

(The case of the Dominion Bank, while peculiar, is 
not difficult to explain. It has refrained almost entirely 
from adventuring into the newer areas of the country. 
Of its 132 branches, 105 are located in the older Provinces, 
and mainly in the oldest and best developed parts of 
those Provinces, and 12 in Manitoba, while two are 
agencies in England and the United States respectively, 
leavi ing only 13 for the newer parts of the Canadian West. 
This policy gives it an unusually small proportion of 
those struggling young branches which are common in 
the newer territories, and which find their justification 
less in their present profits than in their prospect of 
getting a grip on what may be a profitable field in the 
future. The policy is admirably conceived from the 
standpoint of present earnings, but it may possibly 
involve a price in the shape of a slower expansion rate 
in times when the newer areas are going ahead.) 

The figures of the tabulation do not seem to suggest 
any close relation between a high ratio of non-interest- 
bearing deposits and a higher profit rate. The two 
highest rates of profits on capital employed (capital and 
rest combined) are shown by banks with less than 23 per 
cent. of their deposits free of interest, while the Canadian 
Bank of Commerce with the highest ratio of free deposits 
(the figures are for the year 1927, because the absorption 
of the Standard Bank disturbs the showing in 1928) is 
far from having an unusually large earning power. But 
there is really too little difference between the proportions 
of free and interest-bearing deposits in all the English- 
speaking banks to permit of any conclusions being drawn 
on this point, and they all practice much the same methods 
in determining whether a given account is entitled to 
interest or not; in other words, there is no struggle to 
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hold deposits by granting interest upon them when 
another bank would insist upon their being free. 

The figures showing the amount of deposits (free and 
interest-bearing) per dollar of employed capital are 
somewhat more suggestive. It is evident that the “ Big 
Three ”’ find it much easier to obtain deposits in propor- 
tion to their capital than any of the others (the Canadienne 
Nationale is an apparent exception, which will be dealt 
with later); but the lower volume of deposits does not 
appear to have any detrimental effect on earnings except 
in the case of the Nova Scotia. This bank is the extreme 
example of an immense capital fund with only moderate 
deposits resting upon it, and it is difficult not to associate 
this with the fact that its earnings per dollar of employed 
capital are the lowest of the list. In addition, the capital 
fund is made up, to a far greater extent than in any other 
bank, of the contents of the Rest Account (66.6 per cent.), 
and to a less extent of stock (33.3 per cent.), with the 
result that it confers a smaller amount of note circulation 
privilege. It is impossible not to admire the conservatism 
of the policy which has built up this tremendous Rest 
Account out of past profits, but it has not afforded the 
shareholders the same results as the policy of expanding 
the stock issue along with the Rest Account, which is 
pursued by most of the other banks. 

The third group is the two French banks, both of 
which conduct a business consisting of over 84 per cent. 
savings deposits and less than 16 per cent. non-interest 
deposits, and differing radically in this respect from all 
the other banks. The branch system of these banks also 
differs from the others in that it includes a large number 
of sub-agencies operated in very small centres, and usually 
open only for two or three specified days in the week. 
These function chiefly as collecting agencies for savings 
deposits; and it will be evident from the very small 
volume of business per office that, even with due allowance 
for the cheapness of the sub-agencies, the cost of getting 
this business must be decidedly high. The number of 
sub-agencies does not much exceed one-half of the total, 
so that even if the sub-agencies were eliminated and only 
full branches were considered in making up the figures, 
the volume of deposits would still be low in comparison 
with all the other banks. It should be added that the 
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shortage of free deposits is to some extent made up by 
note circulation; owing to the nature of their territory, 

borrowers from these banks take their funds much more 
largely in notes, and less in book credit, than those who 
borrow from the English speaking banks. The profits 
of the Canadienne Nationale appear surprisingly low in 
view of the large amount of deposits per dollar of capital 
employed (the stock issue has since been raised from 
$5,500,000 to $7,000,000, bringing it more into line with 
the practice of the other banks), but this appears to be 
due mainly to the effort involved in covering a sparsely 
populated territory. 

The preponderating character of the savings business 
in the deposits of these two banks appears to be character- 
istic of the population among which they work. The 
French-speaking Province of Quebec is not only the seat 
of the two chartered banks most largely devoted to 
savings deposits, but it also possesses the only privately- 
capitalized institutions in the country for carrying on an 
exclusively savings business; these are two in number 
(both French) and have deposits totalling over 
$72,000,000, or about equal to the combined business all 
over Canada of the Dominion Government and Postal 
Savings Banks and the Government Savings Banks of 
Ontario, Manitoba and Alberta, which represent the 
whole of the public-ownership banking enterprises in 
Canada. 

The classification of deposits as interest-bearing and 
non-interest-bearing is only obtainable in the annual or 
semi-annual statements of the banks themselves. The 
monthly return to the Government lists them only as 
‘demand ”’ and “ notice,” which is not quite the same 
thing, as there is an increasing tendency to allow interest 
on certain accounts which, while unlikely to be much 
disturbed, are nevertheless technically payable on demand. 
The slight discrepancy between “ notice ” and “ interest- 
bearing ”’ would not be a serious matter for students of 
the monthly return; but there is a much more important 
difficulty, due to the fact that deposits outside of Canada 
are not required to be classified at all. These deposits 
constitute I1 or 12 per cent. of the total liabilities of the 
Canadian banks, and it is open to question whether they 
should not be reported more definitely in the monthly 
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returns. Judging from the figures of the interest-bearing 
deposits in the annual reports of the banks with foreign 
business, the foreign deposits are almost wholly interest- 
bearing and therefore presumably payable only on 
notice; but their exact status, of course, depends on the 
legislation of the countries in which the accounts are 
held, and cannot be controlled by Canadian law. Foreign 
accounts have for some years been a decreasing element 
in the business of the Canadian banks, as a whole, owing 
to poor conditions in the West Indies where most of the 
branches are situated, and it is not likely that they have 
contributed much to profit account since the war. But 
it is hoped by bankers that the worst is now over, and 
that Canadian efforts in the financing of sub-tropical 
countries will soon begin to earn a reward. 


AVERAGE BUSINESS PER BRANCH OF 
CANADIAN BANKS, 1928. 





| 
| 


Bank. 


Branches, 
including 
Deposits per 
dollar Capital. 
Non-interest 
Deposits 
per Branch. 
Interest 
Deposits 
per Branch. 
interest to 
Total Deposits. 


Rest Account. 
Ratio of Non- 





Capital per Branch 
Profits per Branch. 
Profit on Capital. 





No. $ : : $ | $ $ 
Montreal ..» | 641] 95,000 -6| 11-30] 234,000 | 895,000 | 
Commerce* ... | 551 | 73,000 75 *3| 10°90] 220,500 | 572,000 
Royal ae wee | QI2| 65,000 | 4! *S| I1*QO| 199,000 | 573,000 | 





Nova Scotia ... | 341 83,000 4) 6°30} 128,000 | 432,000 | 

Toronto se 61,500 6,500 | : 8-80] 120,000 | 420,000 
ne | | > | 

Dominion ++» | 132] 106,000 | 10,700 | 2 5*20/ 196,500 | 676,000 | 


Imperial --» | 194] 77,000 | 7,520 ° 7°90} 139,000 | 470,000 


Provinciale ... | 330} 17,000] 1,620} 9: *79| 21,000 | 110,000 
Can. Nationale | 569] 19,500] 1,660 | 8-6/11-70| 33,000 | 184,000 





























* Bank of Commerce figures are for 1927, as 1928 showing was disturbed by 
absorption of Standard Bank. 
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Monetary Keform in Chile 


By Ismael Tocornal* 
(late President, Banco Central de Chile) 


HE history of the re-establishment of the Chilean 
peso is one of the most interesting among the 
many monetary reforms of the past ten years. 
Whereas most of the countries which restored their 
currencies during this time had only a few years experi- 
ence with inconvertible paper currency Chile had lived 
under the regime of a fluctuating inconvertible currency 
for upwards of fifty years. The people were accus- 
tomed to this system during several generations and 
there were many who argued in favour of its contin- 
uance. 

During recent years, a strong body of public opinion 
developed in favour of currency reform, and many pro- 
posals were made for the creation of a central office of 
issue, a central bank, or for issues by the banks. None 
of these proposals obtained sufficient support to allow 
them to be enacted into law; public opinion tending 
towards the project for a central bank of issue. 

During the fifty years of inconvertible paper money, 
the value of the Chilean paper peso, as expressed in drafts 
on London, fell from about 33d. to below 6d., in the latter 
years ranging slightly above or below 6d. 

In the years following 1808, and as a result of various 
efforts to resume the conversion of the paper money 
issues, a considerable fund of gold was accumulated by 
the government. It was held in gold in Santiago and 
on deposit in London. 

After 1920, public opinion grew stronger in demanding 
a solution of the money problems, and, in view of the 
impossibility of agreement on any one of the proposed 
reforms, the idea crystallized of bringing to Chile foreign 
experts, who, having technical experience and being 





* This article was written shortly before the deplored death of Don 
Ismael Tocornal. 
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impartial, could indicate an adequate solution of the 
problem. As a consequence, arrangements were made 
early in 1925 for the study of the problem by a com- 
mission of financial experts headed by Professor Edwin 
W. Kemmerer, who had been very successful in similar 
missions in other countries. Professor Kemmerer, after 
a thorough investigation of the position and of local 
conditions in Chile, proposed four intimately related 
steps, looking to the organization of the economic system 
of the country. These proposals were accepted in their 
entirety by the government and enacted as decree laws. 

The first project was the monetary law, decreed on 
August Ig, 1925, which established the gold standard on 
the basis: of 0-183057 grams of gold per peso as the 
monetary unit of the country. 

The second step, decreed on August 21 of the same 
year, established the Banco Central de Chile, charged 
with the exclusive issue of paper money, the regulation 
of its value and the control of credit in the country. 

This was followed on September 23 by the general 
banking law, .regulating the banking business of the 
country, and placing the supervision of the banks in the 
hands of a banking superintendent. 

The last of this series of laws, decreed on October 3, 
was the general budget law, which regulates the national 
budget and requires the equilibrium of income and 
expenditure in the national finances. 

The value of the new gold peso was based on the 
average exchange value of the paper peso for some time 
previously, a figure to which the commerce of the country 
had largely readjusted itself. It is exactly equal to 
6d. or 40 pesos to the pound sterling. 

The organization commission of the Banco Central 
de Chile held its first meeting on August 31, 1925, and 
the Board of Directors of the new bank first met on 
December 5, 1925. At that meeting Senor Ismael 
Tocornal was elected President of the bank, Sefor 
Francisco Garcés Gana, Vice-President, and Senor 
Aureliano Burr S., General Manager. These gentlemen 
still continue in those positions in the bank. 

With the completion of the work of organization 
the bank opened its doors to the public on January 11, 
1926. At the time of the establishment of the Banco 
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Central, the law obliged that bank to exchange as 
promptly as possible the outstanding paper money issues 
of the government for gold, or for drafts on London 
or New York, or for its own bank notes; and to enable 
the bank to effect this exchange the government turned 
over to it the conversion fund. which had been accu- 
mulated, this being sufficient to provide for full redemp- 
tion on the basis of the new monetary unit. There are 
now very few of these old notes in circulation. 

The Banco Central has the exclusive right of note 
issue in Chile. Its notes are redeemable, at its option, 
in gold coin of Chile, fine gold bars, or in drafts on 
London or New York at the cost of placing gold in large 
amounts in either of those cities. This prevents exchange 
on foreign centres going above the gold export point. 

On the other hand, the Banco Central is obliged to 
issue its bank notes in Chile, against the deposit of gold 
with its correspondents in London or New York, for the 

value of the gold less cost of transportation in quantity 
to Santiago. This prevents exchange going below the 
gold import point. These two provisos of the law 
insure the maintenance of the value of the Chilean peso, 
as expressed in foreign gold currencies, within the narrow 
margin of the gold points, or, say within fluctuations of 
not over 14 per cent. 

The bank must maintain a reserve of 50 per cent. of 
its outstanding bank notes and deposits. This reserve 
may be carried in gold coin and bar gold in its vaults, 
or in sight deposits in first class banks in London and 
New York. In case of necessity the Banco Central may 
let its reserve fall below 50 per cent., but if it does so 
it must pay the government a fine which increases in 
proportion to the decrease in the reserve, and must 
automatically raise its discount rate. The object is 
to force the bank to restore its reserve as promptly 
as possible after the crisis is passed. 

The bank may rediscount for the commercial banks 
and may discount certain classes of documents for the 
public. The class of paper which the bank may accept 
is closely regulated by the law, and consists only of the 
highest grade, liquid, short term paper. No document 
can be accepted which has more than ninety days to run, 

except a small amount of six months agric ultural paper, 
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which it may rediscount for commercial banks, but never 
in an amount in excess of 50 per cent. of its capital and 
surplus. It cannot accept paper which does not have 
its origin in a commercial transaction, or in other words 
self-liquidating paper. Thus, paper, the proceeds of 
which is to be used for permanent investment, such as 
purchase of real estate, mines, machinery, automobiles, 
or bonds or shares, is barred. All paper must have at 
least two good signatures, or must be guaranteed by 
merchandise or agricultural products. 

The bank may purchase drafts with a term of not 
over ninety days sight drawn on foreign countries. 
Those drawn by member banks may be purchased with 
only ene signature, all other must have two good signa- 
tures at time of purchase or be guaranteed by merchan- 
dise or agricultural products. 

The bank can hold obligations of the national govern- 
ment, or local political divisions, in an amount not 
exceeding 30 per cent. of its capital and surplus. When 
the amount exceeds 20 per cent. the excess can only be 
received with the approval of four-fifths of the directors. 
This limitation covers government paper of all classes 
and froin whatever source received, including collateral 
for paper discounted. The bank may receive deposits 
from member banks, from the government, and from the 
public, but may not pay interest on such deposits. As 
mentioned above, deposits are subject to the same 
reserve requirements as note issues. 

There are four classes of shareholders in the Banco 
Central de Chile : 

Class A.—Shares to the value of twenty million 
pesos held by the national government. These cannot 
be sold or pledged without the approval of Congress. 

Class B.—Every national bank in Chile is required 
to hold shares in the Banco Central equal to 10 per cent. 
of their capital and surplus funds. The shares of this 
class amount to $37,739,000. 

Class C.—These shares are held by foreign banks 
doing business in Chile in the proportion of Io per cent. 
of their capital and surplus funds in Chile. The shares 
of this class amount to $22,260,000. 

Class D.—Shares held by the public. The shares 
of this class amount to $10,626,000. 
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All shares are of a par value of one thousand pesos 
each and rank alike as to dividends. 

The management of the bank is in the hands of the 
Board of Directors consisting of ten members, who are 
appointed as follows: 

Three named by the President of the Republic; 
two elected by class B shareholders; one elected by 
class C shareholders ; one elected by class D shareholders ; 
one nominated by the National Society of Agriculture 
and the Society of Industrial Development; one nomi- 
nated by the Central Chamber of Commerce and the 
Nitrate Producers’ Association; and one elected by the 
Labour Unions. 

The profits of the bank are distributed as follows : 
20 per cent. to the surplus fund, until it reaches 50 per 
cent. of the capital, then 10 per cent.; 5 per cent. for 
the benefit of the employees of the bank and an annual 
dividend of 8 per cent. to the shareholders. This dividend 
is cumulative. 

If, after arranging for the above, there is a surplus 
of earnings an amount equal to 4 per cent. per annum 
can be used for additional dividends or to establish a fund 
to assure future dividends, and an equal sum is paid to 
the national government as a special tax in consideration 
of the privileges granted to the bank. If there still 
remain any earnings not distributed as above, three- 
quarters of such excess goes to the government, and the 
balance may be used to pay dividends, to add to the 
dividend fund, or to increase the surplus fund. 

The Banco Central is required to publish a weekly 
statement showing the principal items of its balance 
sheet, as also the percentage of reserve held, and its estab- 
lished discount rates. Also, four times a year it submits 
detailed reports to the banking Superintendent, and 
annually publishes a report of the year’s work. 

The bank began with one office in Santiago but 
soon afterwards opened an agency in Valparaiso, and 
not much later agencies in Antofagasta and Valdivia. 
In August of this year agencies were opened in Iquique 
and Concepcién, and in November, one will be opened 
in Magallanes. With the establishment of this last 
office the Banco Central will have an office within twenty- 
four hours travel time of every banking office in the 
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country. All of these offices of the Banco Central will 
be housed in buildings owned by the bank. 

The bank opened with a gold reserve of 100 per cent. 
of its obligation for the paper money issued by the 
government, and has always maintained high reserves, 
the highest being 114°46 per cent. and the lowest 90°43 
per cent. Only a moderate amount of gold has been 
retained in the country (about 60 million pesos) the 
balance being deposited in London and New York 
banks. 

The discount rate at the time of opening the bank 
was fixed at 9 per cent. and has been gradually reduced 
to 6 per cent., at which figure it has been maintained 
since October 22, 1928. The rate for the public is I per 
cent. higher than the above-mentioned rates for banks. 

The Banco Central has always been ready to redis- 
count for the commercial banks, but the volume of such 
operations has never been very great, the highest point 
having been 108,000,000 pesos. Operations with the 
public have been on a very reduced scale and the principal 
benefit of such transactions has been to regulate the 
rate charged by the commercial banks. 

To assist in obtaining uniform interest rates through- 
out the country the Banco Central has arranged to make 
free transfers between any of its offices. In this way 
an excess of funds in any part of the country is at once 
transferred to other parts where it can be used to greater 
advantage. This is specially useful during crop moving 
seasons when large amounts are needed in the agricul- 
tural districts. 

The Banco Central has always been ready to buy or 
sell exchange on London or New York at points within 
the rates at which gold could be imported or exported. 
In this way exchange fluctuations have been kept within 
very narrow limits. During 1928 the extreme fluctua- 
tions for drafts on London was 33 points or *oo8— 
considerably less than I per cent. 

Clearing houses are operated in all cities where the 
Banco Central has an office, and the settlement of balances 
is arranged through the deposit accounts of the banks in 
the Banco Central, thus avoiding the necessity of settling 
balances in cash. 

The profits of the bank have been very satisfactory 
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ever since its formation. Dividends at the rate of 10 
per cent. have been paid to shareholders since the begin- 
ning, and a reserve fund of over 12,500,000 pesos has 
been accumulated, as well as a dividend fund of over 
5,500,000 pesos. During this time over 12,000,000 
pesos has been paid to the government as a special tax 
for the right of note issue and other privileges granted 
to the bank. 

The following is the weekly statement of the Banco 
Central de Chile, for September 27, 1920 : 

ASSETS, Pesos. 

Gold in Chile ioe see ee ar 63,032,327 

Sight deposits abroad ... me ae 280,310,834: 

Time deposits abroad see sis oe 190,409,000: 

Silver and nickel coins... sis “és 10,409,787: 

Cheques for clearing-house ae ne 457,185°8: 

Rediscounts for banks... aN te 57,413,321°5 

Drafts on London purchased __... one 10,000,000: 

Discounts for public sad are mee 9% 333,375 °2 

Government bonds ose oni sce 2,988,270: 

Other bonds ae on ese ‘ies 49,000 

Furniture ... eae me Nee ia 964,732°2 

Expenses ... ‘ ose one ose 873,59I° 

Interest receiv able er sae ia 3,335,398" 

Real Estate as ea wh Ree 12,011,334°’ 

Expenses, note issue ise eee as 938,969: 8: 

Branches, transit account aaa ee 3, 959,286: 8 


Total “ uaa 606,546,414. 


LIABILITIES. Pesos. 

Bank notes in circulation ae "ve 339,399,520° 
Deposits, banks... inn ‘a 76,900,828 - 
Deposits, government departments ane 26,358,215: 
Banks, national government dds ve 102,165,813: 
Banks, public ose ka wie 2,889,462: 
Managers’ cheques outstanding .. én 486,399 9: 
Dividends unpaid .. hi oes * 12,390: 38 
Time drafts outstanding ; ans 1,834,854°8 
Interest received and not earne d kas 533,812: 
Pending oe eos st ‘nie 543,778" 
Profits ‘ . ve ee noe 6,548,453° 
Capital, fully ‘paid was oe one 90,805,000° 
Reserve funds i _ jac one 18 067, 881° 


666,5¢ 54,414. 78 


Legal reserve - ™ ..-  62*42 percent. 
Legal reserve and time deposits abroad «+» 97°04 per cent. 
Discount rate for banks ... oe ... 6 per cent. 
Discount rate for public ... ian oo. J per cent. 
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The results of the past four years are ample proof 
of the soundness of the laws suggested by the Kemmerer 
mission, and of the way they have been carried into effect. 
Chile now has a sound and stable currency and will never 
again deviate from that road. Credit and currency 
are perfectly adjusted to the needs of the country, interest 
rates have been lowered and have been equalized 
throughout the country. The Banco Central of Chile 
is justly proud of its record. 

I cannot close without paying a tribute to the com- 
plete and loyal co-operation of the government. The 
national administration has steadily balanced its budgets, 
without which a sound currency cannot be maintained, 
and has extended its aid and assistance to the bank in 
the most complete manner. Harmonious and cordial 
relations have always existed between the bank and all 
departments of the government. 





The Public Finances of Chile 


By Herbert James Tanner 


HE reorganization of the financial system of the 
Republic of Chile may be said to date from 1925, 
when a financial mission from the United States, 
headed by Prof. E. W. Kemmerer, was called to Chile 
for the purpose of examining the existing system and 
of proposing modern financial legislation and action to 
meet the new situation which had arisen from the after- 
effects of the world war. Practically all the recom- 
mendations made by this Commission were adopted by 
the Government, with certain minor modifications which 
it was felt would better adapt them to the particular 
needs of this country. 
The necessary legislation was promptly enacted and 
has resulted in the establishment of a Central Bank of 
Issue, which has effected a complete stabilization of the 
peso on a gold exchange standard ; a new code of banking 
and monetary laws; the establishment of a Comptroller- 
General's Department; the reorganization of the bud- 
getary system and the reorganization of the Treasury 
Department. 
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The Government has followed up this work of re- 
organization by the establishment of credit institutes 
for agriculture, mining, and industrial enterprises, the 
formation of a re-insurance institute and the direct 
supervision of banks, insurance companies and limited 
liability companies. The results may be seen in the 
steadily improving financial situation of the State and the 
sounder basis on which the commercial life of the country 
is being carried on. 

The temporary stagnation in business, which neces- 
sarily affects all countries immediately upon the stabiliza- 
tion of a hitherto widely-fluctuating currency, has now 
passed and the necessary readjustments have been made. 
A six-year programme of public works initiated by the 
Government and now nearing the end of its second year, 
coupled with the low discount rates which the Central 
Bank has been able to maintain, have given a considerable 
impulse to all branches of trade. 

The annual budget law compels the Executive to 
submit a balanced budget to Congress four months prior 
to the commencement of the fiscal year, which corre- 
sponds with the calendar year. The ordinary revenue 
and expenditure of the Government is dealt with in a 
budget separate fron the extraordinary revenue and 
expenditure; the latter budget is dependent on loans 
for its financing. The loan programme for public works 
is dependent upon there being a sufficient surplus in the 
ordinary budget to finance the service of the loans pro- 
jected in the extraordinary budget, but the service of all 
loans is included in the ordinary budget. 

The entire budgetary system has been revised and 
it is worthy of note that the export duties on nitrate of 
soda (Chilean nitrate) represent only 14 per cent. of the 
estimated ordinary revenues for 1930, whereas it had 
reached nearly 60 per cent. at the termination of the 
world war. A tightening up in the system of tax collec- 
tion has still further improved the position of the State 
finances, and a steadily increasing surplus has been 
obtained since 1927.* 





* 1927 surplus... iit -» 3,464,052 pesos 
1928 surplus... np «+ 38,307,779 
1929 estirnated surplus . 45,000,000 


1930 budgeted surplus .. 50,000,000 
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Considerable economy in the annual service of the 
Public Debt was effected by the refunding on a 6 per cent. 
basis of the high-interest bearing foreign loans contracted 
in 1922-24. At the same time the Government is redeem- 
ing all the 8 per cent. internal issues by purchase, as 
opportunity arises. The redemption is being effected 
with the proceeds of internal 7 per cent. issues. A law 
has now fixed the maximum interest rate which the 
Government may pay on external loans at 6 per cent., 
and on internal loans at 7 per cent. 

The Treasury Department now publishes in the 
principal newspapers a daily statement of collections and 
disbursements showing the cash actually on hand from 
day to day. Complementary to this publication the 
Comptroller-General’s Department issues a monthly state- 
ment showing the income and expenditure of each 
Ministerial Department, both under the ordinary and 
extraordinary budgets. The yearly accounts of the 
Comptroller-General’s Department are audited by an 
international firm of chartered accountants. The Budget 
Office of the Ministry of Finance publishes a monthly 
bulletin giving the following information :— 


Lan 


. Income and expenditure under the ordinary budget. 
. Expenditure classified under its principal headings. 
. Daily cash position of the National Treasury. 
. Position of the nitrate industry. 
. Copper production. 
. Position of the Central Bank. 
Position of the commercial banks. 
. Position of the savings banks. 
. Statistics of foreign trade. 
10. Position of Governmental credit and the Govern- 
ment bond market. 
11. Traffic on the State railways. 
12. Financial laws and decrees enacted. 


© ON DUAW DN 


The Government’s Statistical Department has been 
reorganized under the guidance of foreign experts, and 
a monthly bulletin covering all the statistics of national 
importance is published. 

All these measures and the ample publicity given to 
every branch of the national finances has fortified the 
financia] credit of the Republic abroad, while it has 
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enabled the Government to open a market in the country 
for internal issues which was formerly non-existent. 

With regard to the external credit of the Republic, 
it is worthy of note that while the average quotations of 
forty bond issues in the New York market have declined 
from 93 per cent. in January 1928 to 86°75 per cent. in 
June 1929, the average quotations of Chilean Govern- 
ment issues in the same market was 92°25 per cent. at 
the same dates.* 

A market in Holland and Switzerland has recently 
been opened to Chilean Government bonds and an issue 
offered in those countries in July was heavily over- 
subscribed. 

With regard to the internal credit of the Republic, the 
confidence of the nation in the present and future financial 
position of the State has been amply demonstrated by 
the extraordinary success of the internal bond issues of 
25,000,000 pesos and 50,000,000 pesos offered to the 
public in July 1928 and January 1929, when subscriptions 
totalling over 133,000,000 pesos were received. This is 
particularly noteworthy when it is borne in mind that 
this is approximately 7 per cent. of the total bank deposits 
in the country and that currency notes in circulation 
amount to only about 350,000,000 pesos. 


PUBLIC DEBT. 


AS AT JUNE 30, 1929. 


Direct External Debt w» £31,416,460 $125,242,381 
Indirect External Debt 

(Govt. guarantees) .» £ 1,780,817 $102,749,610¢ Fes. 23,940,000§ 
Direct Internal Debt ie Pesos 321,189,922 
Indirect Internal Debt 

(Govt. guarantees) Pesos 72,798,500 


Total Direct Public De bt : Pesos 2,611,097,960=4£65,277,449.|| 
Government guarantees: Pesos 1,029,564,0680=/25,739,117.|| 


The population of the country is about 4,250,000, so 
that the direct public debt represents approximately 
£15 7s. per head, and the indirect obligations approxi- 
mately £6 Is. per head. 





* Data from ‘‘ The Annalist ’’ of New York. 

+ Transandine Railway Debentures, Valparaiso Water Board, Munici- 
palities of Vifia, Concepcién, and Antofagasta. 

+ Chile Mortgage Bank, Valparaiso Water Board, State Railways. 

§ Chile Mortgage Bank. 

|| Sterling converted at pesos 40=/1; dollars converted at pesos 
8,25 = I. 


DD2 
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The direct public debt of the Government is less than 
24 times the amount of the annual budget, a proportion 
which compares very favourably with that of most other 
countries. 

The annual service of the public debt in 1930 will be 
260,000,000 pesos, or approximately 224 per cent. of the 
ordinary income of the Government. 





The Financial Situation of Chile 
By Pablo Ramirez 


(Ex-Minister of Finance of Chile) 


I. STATE OF THE PUBLIC TREASURY 
“Timp there has been a continual and increasing 


improvement in the financial situation of Chile is a 
fact easily verified by comparing the ordinary 
income and expenditure of the last three years with the 
estimated figures for the current year and those budgeted 
for next year. These figures are as follows :— 








nay | Ordinary | ~ Ordinary a 
Year. | Income. | Expenditure. | Deficit. Surplus. 





Millions. Millions. 
1926 in 755°4 | 972°6 217°2 
1927 ie gog:r | 905°7 _— 
1928 co | I,02I°0 982-7 — 
1929* oe I,205°0 I,160-0 — 
1930T a 1,215°0 1I,165°0 








* Estimated. Tt Budgeted for. 


The foregoing figures cover a period of three years 
and are sufficient to show that the present position of the 
finances of the country is not due to any momentary 
circumstances or simple experiments. 

The figures relative to the years 1926, 1927 and 1928 
have already been published in the balance sheet of the 
Comptroller-General. As regards those of 1928, it may 
be remarked that the budget for that year estimated an 
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income of 959 millions; in August of the same year the 
Minister of Finance estimated the income to be 
976 millions; and, finally, the actual income was 
1,021 millions. The budget surplus for the same year 
was estimated to be 16 millions; in August the Minister 
calculated it would be 20 millions, while the actual surplus 
turned out to be 38 millions. As regards the figures for 
the current year, the income was estimated at 1,123 
millions, but, as will be shown further on in this article, 
the actual income will certainly exceed 1,200 millions. 
The Ministry of Finance, in calling attention to the 
above figures, simply wishes to emphasize the prudence 
with which at all times its financial policy has been guided. 


II. ORDINARY BUDGET FOR 1929 


The ordinary budget for 1929 was approved by the 
National Congress and contained the following total 
figures :-— 


Millions. 
Ordinary Income .. as ies aa I,123°3 
Ordinary Expenditure .. ~ es I,071°6 
Surplus... - “a - os 51°7 


The above surplus is to be applied to the service of 
the loan of the second quota of 225 millions for the 
scheme of Public Works, and in accordance with the 
Budget Law this quota must be contracted for during 
the current year. The loan was simultaneously placed 
in New York, U.S. ($10,000,000), London (£2,000,000), 
and Santiago ($65,000,000), and in accordance with the 
“Financial Plan” its service has been covered with 
the estimated excess of income over ordinary expenditure. 

In accordance with Law 4520, however, the Govern- 
ment has also formed an Emergency Fund (Fondo de 
Emergencia) with an initial instalment of two million 
dollars out of last year’s surplus. This fund is deposited 
in the National City Bank of New York in bonds bearing 
6 per cent. interest. Substantial instalments will be 
added to this fund from future surpluses, and naturally 
the accumulated interests of the bonds will also be added. 
As was stated in the Executive Message at the time, the 
Emergency Fund is to be applied should it be found 
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necessary to the service of the Exterior Debt, and con- 
sequently prevent an eventual parallelization of the Public 
Works Scheme. 

The following statement shows the possible position 
of the nation’s finances at the end of this year :-— 














Menthe. Ordinary — Ordinary 
Income. Expenditure. 
| 
Thousands. | Thousands. 

Surplus balance . . - vo] 34,006 — 
January .. i oe | 93,876 60,664 
February. . e o- oat 74,373 76,337 
March vi ‘a - | g0,278 71,940 
April oe 4 a ol 84,633 90,779 
May ‘a me aa ee, 144,595 97,000 
June is i ‘i “ 91,469 113,491 
July ve oe oa oe | 87,621 137,406 

Seven months as os 700,850 | — 
August* .. a a ae 70,000 _- 
September a e< ee 70,000 — 
October .. ses es ics 75,000 — 
November <4 she <a | 155,000 — 
December ‘a ! cack 135,000 — 
Total ae aa ea a 1,205,000 | 1,160,000 
SURPLUS .. aia ct aa — | 45,000 








* Actual income for August, 73 millions. 


The above statement gives the actual income and 
expenditure for seven months, and the figures are the 
official figures of the Comptroller-General of the Republic ; 
the figures for the following five months are estimates of 
the Ministry. In the total expenditure, the supple- 
mentary estimates, instalments to the ‘“‘ Caja de Fomento 
Salitrers ’’ (Nitrate Industry Development Fund), and 
expenditure incurred by new laws passed after the 
approval of the budget, are included. 

Another way of considering the situation at the end 
of the current year would be to compare the surpluses 
accumulated at the end of each month of last year with 
those of 1929: 
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| Surpluses accumulated at the end 





Month. | of each month. (In thousands). 

| 

| 1928. 1929. 
January .. oe ta es | 40°02 | 67°22 
February. . ‘i “ - 50°58 | 55°25 
March .. es ar wa | 34°04 83°59 
April... “s ws — 32°32 77°44 
May i Kis a sa] 59°33 | 25°04 
June si Ke ‘s si 20°48 103°02 
July ‘ve a “ wed 14°43 | — 
August .. a oa oa] 15°85 | — 
September es Ka eal 10°39 | — 
October .. a - xa 24°49 —- 
November “ - + | 98-41 — 
December Pr a we 38°31 | _- 








It will be observed that there are increases in the 
monthly surpluses in May and November, and a decrease 
in the following months. The increases are explained 
by the fact that the months of May and November have 
the largest income, owing to the collection of the half- 
yearly tax on income. It is not difficult to see that 
the figures for 1929 are much higher than those of the 
preceding year. 


III. EXTRAORDINARY BUDGET FOR 1929 


The Plan of Public Works, whose second quota of 
225 millions corresponds to this year, continues to 
develop in accordance with the prescribed provisions. 
The respective funds have been placed at the disposal 
of a specially created Department of Public Works, in 
order to assure that they are properly applied for the 
purposes assigned. To the Minister of Finance, in 
reference to the Plan of Public Works and other special 
laws, belongs the duty of placing the respective loans 
and attending to their service with the ordinary income. 
Both duties have been carried out with very satisfactory 
results. 


IV. THE SITUATION OF THE TREASURY 


The Treasury has attended with ease to the ordinary 
budget, the Plan of Public Works and to the special laws. 
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On August 12 of last year there was a balance of 
$54,938,404. On the same date in the current year the 
balance was $106,430,615 legal currency. 

In the immediate future the Treasury should receive 
the balance of 95 millions from the Swiss Loan of 
135 millions. (Laws 4495 and 4399.) 

By the same laws there remains a balance of 
66 millions to be issued, which will cancel the advances 
made by the banks for an equal amount on account of the 
issue. Of the “‘ Emprestito de Caminos’”’ (Law 4530) an 
advance of 10 millions only has been contracted for out 
of an authorized loan of go millions. No use has been 
made so far of the authority to borrow given by the law 
for the ‘‘ Transformacion de Talca,”’ although an appre- 
ciable amount has already been spent on this work. 

Finally the Treasury has attended without difficulty 
to the payment of 50 millions for the indemnity to Peru. 


V. STATE OF NATIONAL CREDIT 


Stability of Chilean Bonds 


The credit of the State both at home and abroad is 
maintained in an extremely favourable condition. The 
Government has continued the “ gentlemen’s agreement ”’ 
with the National City Bank of New York and Messrs. 
Rothschild, of London. Due to the action of the financial 
organizations mentioned and to the increasing prosperity 
of the Republic, Chilean bonds have maintained an 
exceptional firmness alongside the general depreciation of 
other stocks through the monetary crisis in New York 
and London, where the discount rates have been 
successively raised from 34 per cent. to 4 per cent., 44 per 
cent., 5 per cent. and 6 per cent. by the Federal Reserve 
Bank of New York and from 44 per cent. to 5 per cent. 
and 54 per cent. by the Bank of England.* 

The firmness of the Chilean bonds abroad will be seen 
in the following comparative statement, where the 
quotations of Chilean bonds are compared with the 
average quotations of 40 American issues. The figures 





* At the date of writing. 
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are taken from “‘ The Annalist,’’ edited by ‘‘ The New 
York Times ”’ :— 


| Average 





M . quotation of Average 
Months. > Cinna ad quotations of 

4 ie Chilean Bonds, 
sniheliiacigh : — 

Per cent. Per cent. 

January 1928, ai 93°00 92°25 
February va oe | 92°50 93°25 
March .. a Pa of 92°25 95°00 
April .. ae mic oe. 93°75 96-00 
May .. a a sa 93°75 96-00 
June .. - bs 7 gI-00 94:00 
July .. ar - oo | g0-00 94°50 
August ss ad -o | 89-50 93°75 
September... wi cn | 90°75 93°85 
October sil we sa | 90°75 93°75 
November... - “A gI*00 93°25 
December Me — ia g0-00 93°00 
January 1929, os ‘“ go*0o 93°50 
February wi “ es 89°75 93°60 
March .. es ‘i - 89-00 92°50 
April .. ne a - 88-00 92°65 
May .. a ~ - 88-00 92°75 
june .. - és vo 87-00 92°25 
July .. ¥s x4 we 86°75 9200 








Although the value of the bonds is under par, they 
show a steadiness of price which, when compared with 
the general bond index, amounts to an appreciation. 

In spite of the difficult conditions of the money 
markets, the Government bankers have not experienced 
any difficulty in placing the Chilean loans, which 
demonstrates the confidence which the investing public 
have in the Government of Chile and in the firms respon- 
sible for the issue. It is satisfactory to add that the 
Government has opened the markets of Switzerland and 
Holland to Chilean bonds by placing on extremely 
favourable conditions, a part of the loans authorized by 
Laws 4495 and 4399. The issue was for 25 million 
Swiss francs in 6 per cent. bonds, and was covered six 
times over in Zurich and four times over in Amsterdam. 
The price of issue to the public was 92 per cent. 
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As regards the internal credit, the replacement of 
8 per cent. bonds by the standard type of the “ Deuda 
Interna ’’ bonds carrying 7 per cent. interest and I per 
cent. amortization, has continued. An issue of 50 
millions of Chilean pesos in Deuda Interna bonds, offered 
direct to the public by a syndicate of native banks, 
was rapidly absorbed. The bonds, which suffered a 
natural depreciation after issue, have now been stabi- 
lized and for some time a continued improvement has 
been noted in their quotations through frequent trans- 
actions on the Santiago and Valparaiso exchanges. The 
Government is at present studying the opening of the 
Buenos Aires market to the internal bonds, and when 
this is accomplished it is expected an important rise 
will take place in the quotations of the bonds. 


VI. RELATIVE VALUE OF THE PUBLIC DEBT 


In the period 1923 to 1926 the service of the Public 
Debt represented an average of 27 per cent. of the 
ordinary expenditure, and this figure has been reduced 
to 23 per cent. for the period 1927-30. In the coming 
year it wil) represent only 22°8 per cent. Another 
important development of the debt service is that in 
1926 it represented 60 per cent., in 1927 37 per cent., 
in 1928 30 per cent., and in the present year only 26 per 
cent. of the Customs balance, 1.e., the export balance. 
In other words the weight of the debt bearing on the 
national economy has diminished continually during 
the last years. 

The Government cites these figures in order to show 
that the amount of the Public Debt does not in itself 
signify anything. What should be carefully analysed 
is the percentage which its service absorbs of the 
ordinary budget and Customs balance, appraising the 
latter as the most important of the balance of international 
payments. 

The service of the Public Debt, as has already been 
stated, is today 22-8 per cent. of the ordinary expen- 
diture. The “Commerce Year Book,’ published by 
the Department of Commerce of the United States, 
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contains in its latest edition the amounts of the service 
of debt in relation to ordinary expenditure in several 
countries. In England it is 59 per cent., in the United 
States 33 per cent., in Spain 37 per cent., in France 
34 per cent., in Brazil 35 per cent., and in the Argentine 
Republic 31 per cent. These figures are not quoted as 
a justification for raising loans; it is only desired to 
demonstrate the fact that on forming its Plan of Public 
Works the Government has studied with prudence the 
normal relation which always ought to exist between 
the service of the debt, the rest of the ordinary expen- 
diture and the economic expansion of the country. 


VII. THE BUDGET FOR 1929-30 
General Figures of the Estimates 


The budget for the coming year contains the following 
figures :— 





Millions. 
Ordinary income* wu as on o a 1,215 
Ordinary expenditure .. ‘ss oe os ws 1,165 
Surplus as ‘in xs - 50 
Third quota: Plan of Public Works - ‘a 250 


* Includes 1929 surplus. 


The service of the new loan for financing the third 
quota of the Plan of Public Works will amount to 
17:5 million pesos yearly, and as the estimated surplus 
amounts to 50 millions it will be possible to have a free 
surplus at the end of 1930 of 32°5 millions, 50 per cent. 
of which in accordance with Law 4520 will be destined 
to increase the Emergency Fund. 


VIII.—EstTIMATED INCOME IN 1930 AND 1929 


A resumé is given on page 398 of the various accounts 
which make up the figures of ordinary income and 
expenditure. 
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Estimate of Ordinary Income in 1930 compared with 1929 
(In million pesos.) 























Groups. | 1930. | 1929. 
A. National Properties .. | 32°95 | 41°09 
B. National Services os | 80°55 | 76°59 
C. Direct and Indirect 
Taxes : 
Internal (325-00) (257 °50) 
Income ‘ | (210-00) | (135°00) 
Nitrate be .. | (170-00) (250-00) 
Sundry . | (292-50) (270-76) 
ToTAL C - es 997°50 Q13°17 
D. Various receipts. . oe | 58-65 72°46 
Totat. A, B,C,andD .. I,169°65 I,103°31 
Surplus previous year | 45°00 20°00 
GRAND TOTAL .. | I,214°65 1,123°31 








The amount estimated as income for next year is 
practically equal to the figure which at the beginning of 
this article was taken as actual income for the current 
year. If there has been a very large increase in receipts 
each year, it is derived from the reaction to the first 
increase produced throughout the national economy. 
That being accomplished it is reasonable to suppose that 
the economic values and consequently the public income 
will remain stabilized for some time, until the line of 
increase, which has been considerably passed in the last 
few years, has been re-established. 

In the estimates of income for next year the Govern- 
ment has initiated the interesting programme of freeing 
the public finances from the export duties on nitrate. 
In order to do so it is proposed to take advantage, first 
of the increase in internal customs duties, caused 
principally by the growth of foreign trade during the 
current year; secondly, of the increased yield from the 
tax on incomes enlarged by the simultaneous rises in 
the price and in the exports of copper; and thirdly, 
to limit the receipts from nitrate to 170 million pesos, or 
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only 14 per cent. of the total ordinary income. The 
income from nitrate will therefore occupy the third 
place in public receipts, and diminish in importance from 
60 per cent., at which figure it stood in the percentage of 
national income, to 14 per cent. next year. 


IX.—ESTIMATED EXPENDITURE IN 1930 AND 1929 


The estimated expenditure in 1930 compared with 
1929 is shown by the following figures :— 


Estimate of Expenditure 1930 compared with 1929 

















(Mullions.) 
| 1930. | 1929. 

1. Presidency of the Republic 6a a I‘QI | 0-89 
2. National Congress .. a as ‘ 7°44 | 7°36 
3. Independent Services ‘“ Ww ia 7°28 3°80 
4. Ministry of the Interior .. ” i 155°60 133°85 
5. Ministry of Foreign Affairs “a - 17°20 17°61 
6. Ministry of Finance ea Bis a 434°50 412:61 
7. Ministry of Education... “i - 163-50 145°03 
8. Ministry of Justice. . ix ‘2 ee 30°00 26°24 
g. Ministry of War .. as “< + 120°00 112-72 
10. Ministry of Marine.. na és oa 12000 I14‘QI 
1r. Ministry of Development .. “a ‘ 65°50 55°89 
12. Ministry of Health. . én ‘in it 42-60 40°66 
Total expenditure .. 5 .. | 1I,165-00 | 1,07r-60 











The greater part of the increases are due to the rising 
of fixed salaries in accordance with the laws passed during 
the present year, the principal ones referring to primary 
education, faculty of justice, and posts and telegraphs. 

All the increases have been covered during the present 
year and will also be covered next year thanks to the 
considerable rise, during the current year, in fiscal 
receipts, which will largely exceed the estimates. As 
has been already stated, however, the Ministry calculates 
that stabilization of receipts will be arrived at in 1929 
and 1930, and that it will not be possible to finance 
greater expenditure than that estimated for next year. 
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X.—GENERAL FINANCIAL POLICY OF THE GOVERNMENT 


Continuity of the Financial Policy 


From the outset the financial policy of the Government 
has undergone no change. If new programmes are 
added it is because the old ones have been realized and 
new ones started. 

The Public Treasury is not ruled by simple economic 
theories. It is easy to say what should be done, but 
it is not so easy to do it. It is very agreeable to have a 
surplus on the year’s working—-that is generally agreed— 
but unfortunately a Finance Minister finds himself 
between two opposing forces, both making for a deficit : 
that of the rest of the Government and that of the public. 
The Government thinking of public services demands 
greater expenditure, while the public asks for lower 
taxes; so that the Minister cannot satisfy both the 
Government and the people. Happily, in our case, the 
progratnme of the Treasury during the last three years 
was able to be carried out in its general lines. But the 
national financial policy has been maintained on the 
following bases :— 

1. Separation of the ordinary budget from the 
extraordinary budget, and inclusion in the former of 
those expenditures which are effected yearly and which 
do not increase the assets or reduce the liabilities of the 
nation (with the exception of the regular amortization 
of the public debt). 

2. Regulation of the increase in ordinary expenditures 
(those covered by existing receipts) by an average 
increase of not more than 2 per cent. yearly, cumulative. 

3. Production in the ordinary budget of a minimum 
surplus of 3 per cent. as difference between the percentages 
of increase of the ordinary income and ordinary 
expenditure. 

4. Application of this surplus to the service of 
successive loans for the execution of a Plan of Public 
Works amounting to 1,575 millions, to be carried out 
within a period of five years. 

5. Creation of new taxes whenever the expenditure 
tends to exceed the normal increase of 2 per cent. annually, 
also when new loans are added to those already 
sanctioned for the Plan of Public Works. 
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ENTERPRISE! 


@, The intrepid enterprise of Columbus over four 
centuries ago opened up all the possibilities of an 
undeveloped Continent. 

@, Since then, the enterprise of succeeding generations 
has resulted in phenomenal development of the vast 
resources of the New World. 

@, To-day a great and growing volume of overseas 
trade is transacted annually by the Latin American 
Republics, and complete facilities for every descrip- 
tion of modern banking business are afforded by 


THE ANGLO-SOUTH 
AMERICAN BANK LTD 


117 OLD BROAD ST,LONDON,EC2 
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6. Formation of an Emergency Fund with a part of 
the surplus for the service of the Plan of Public Works 
loans. 

7. Reduction of the external loans by means of the 
development of the internal credit. 

These seven points of the financial programme have 
already been realized. It is true that expenditure has 
exceeded its normal increase, but, in compensation, the 
necessary income has been created or produced to 
maintain between income and expenditure the necessary 
difference to liquidate the successive quotas of the Public 
Works loans. 

This programme is now entering upon its third year 
of smooth working, and there is nothing to suggest that 
equal results will not be obtained in future years. 

The effect of carrying out the Plan of Public Works 
together with the solution given to the nitrate crisis 
has been amply manifested in the country: private 
activity has followed Government activity, and the 
country has fully responded to the new economic policy 
of the Government. 

This reaction can be clearly seen in the growth of the 
foreign commerce in the last three years :— 











Foreign Commerce. | Customs Balance. 
Years. Total Exports and Exports less 
Imports. Imports. ¢ 
Millions. Millions. 
mqa7 «(s. is we 2,763 617 
1928 _.. ¥s “s 3,164 764 
1929* .. ea as 4,050 | 1,010 





* First half year duplicated. 


Three years ago the Government scheme was an 
audacious experiment. The economic re-establishment 
of the country—the magnitude of which can be seen in 
the enormous growth in the figures of foreign trade, of 
the internal index of employment, of the standard of 
life, of the increase in incomes, of the increase in railway 
trafic and other signs of national prosperity—has 
demonstrated that the financial plans of the Government 
were reasonable, and that the economic experiment has 
produced the desired result. 
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The General Banking Law of 
Chile 
By Julio Philippi 


(Superintendent of Banks) 


HE Banco Central de Chile commenced business 

on January 11, 1926. The law under which 

it was formed authorized it from that date 

to convert the fiscal notes and Treasury bills which 

then constituted the paper currency, together with its 

own notes, into gold coin or bullion, or gold bills on 

London or New York, at its own option. Thus was 

established a qualified gold exchange standard. The 
conversion rate was 6d. per peso, the monetary unit. 

This measure put an end to the system under which 
paper money was inconvertible—a system which had 
been in force in Chile since 1878, or little less than half 
a century, with the exception of the three years following 
the metal conversion law of February 11, 1895. This 
law became operative on June I of that year. 

The great reform in the Chilean monetary system 
which finally did away with the circulation of incon- 
vertible paper money was framed by the Commission 
of Financial Counsellors, presided over by Mr. E. W. 
Kemmerer, and was achieved by the passing of three 
closely inter-related laws. These three laws had the 
same final object of attaining the old, but always 
postponed, national desire of the stabilization of the 
peso. 

To persons acquainted with the history of Chilean 
paper currency and with the influence exerted by the 
Chilean banks, not only on the business of the country 
but also on political and economic legislation, it was 
apparent that the limitation of the powers of the banks 
according to the principles of a sane commercial policy, 
was an essential condition of the achievement of the 
aim of a stable currency. 

While compelling the banks to carry out the real 
functions for which they were created, a general banking 
law ought at the same time to guard against the 
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possibility of ruinous and repeated banking failures; 
and, in particular, to prevent the recurrence of such 
situations as those of the years 1878 and 1898, when 
the Government, in order to save the banks, was obliged 
to establish an inconvertible paper currency. 

The three laws on which the stability of the Chilean 
currency rests, and which, as we have already said, 
were prepared by the Financial Commission, are: 
The law of the Banco General, the General Banking 
Law, and the Monetary Law which determined the 
characteristics and conditions of the new currency. 

Before the passing of Law No. 559 of September 26, 
1925, called the ‘“‘ Ley General de Bancos,’”’ banking 
institutions were governed by the Code of Commerce 
which regulated joint-stock companies, under which 
name the majority of the banks operated; or by some 
clauses of that Code which dealt chiefly with commercial 
operations in bank bills. 

The law of July 31, 1928, which authorized the 
issue of fiscal notes to the value of $50,000,000, and 
called in the metallic circulation established in 1895, 
sets forth in Article 13 that the Issuing Banks Law 
of July 23, 1860, would be applicable to commercial 
banks, otherwise called Ordinary Deposit and Discount 
Banks, in contradistinction to the issuing banks. 

Only a few of the clauses of the 1860 law—which had 
been especially framed for issuing banks—were applicable 
to commercial banks, such as that clause which required 
Government authority for their establishment; that 
relating to their capital and its verification; that 
which compelled them to forward balance sheets to 
the Ministry of Finance; that defining certain respon- 
sibilities of the directors; and that obliging them to 
state their debts in a special account, both in the books 
and balance sheets. As a matter of fact the application 
of the regulations of the issuing banks to the commercial 
banks did not change or modify the operations of the 
latter, nor the habits and practices which they had 
established, but left them absolutely free to apply their 
funds and those of their depositors to whatever purpose 
they thought fit. 

If it is true that several institutions always operated 
with prudence, and never deviated from a correct line of 
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conduct; it is equally true that many others engaged 
regularly in risky and speculative business, while their 
funds were hardly administered as impartially and 
seriously as was desirable. Some of them fail hopelessly 
with disastrous consequences to the public, and gradually 
it was recognized that the authorities could not be 
excused from exercising a certain control over such 
institutions, which, clearly, should not be allowed the 
absolute liberty they had hitherto enjoyed. The regula- 
tions in the Code of Commerce for ensuring the safe 
working of joint-stock companies had. not proved 
equal to the task of preventing the disastrous failures 
and liquidations which were landing many families 
in ruin. The rights of the shareholders at general 
meetings; the investigations carried out by Inspectors 
of Accounts; the Commissaries which the Ministry of 
Finance was authorized to appoint with the object 
of making surprise visits to the banks, were never 
sufficient to prevent abuses, and the penalties established 
by law for negligence, errors or fraud were seldom 
inflicted by the Courts, or, if they were, came too late 
and were inadequate to repair the evil which had been 
done. 

On the other hand, banks organized as joint-stock 
companies are in a very different class from other 
societies of the same category, as they do not operate 
with their own capital alone, in which case failure 
affects only their own shareholders, but operate also 
with moneys deposited by the public, representing 
a large part of the capital of the country. 

As a rule, a failure by one of these institutions, when 
it is of any size, has serious repercussions on business 
generally ; consequently successful and discreet manage- 
ment of the funds on deposit in the banks is an 
important factor in the economic stability of a country. 

The law of January 24, 1912, had established a 
section in the Ministry of Finance, under the charge 
of an inspector of banks, whose duties were to report 
half-yearly as to the correctness of the accounts and 
balance sheets of banking institutions, after careful 
examination of books and vouchers. This inspector 
was not given sufficient powers, and had not the 
necessary staff to exercise an effective control over 
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the banks, with the result that his duties were reduced, 
in practice, to simple statistical work, and the pre- 
paration of general statements from the data remitted 
to the Ministry each month by the banks. 

The General Banking Law of 1925 alone has brought 
about an effective and practical control of the banks, 
and in a general way its line of conduct closely follows 
that of the United States’ banking laws, especially 
those of the State of New York, many features of the 
latter being included in the Chilean law. Mr. Kemmerer 
knew exactly how far to adapt the American laws to 
the existing practices and habits of Chile. 

The General Banking Law prescribes a fixed line of 
action for commercial banks, and sets out, in Article 76, 
the operations which they are allowed to carry through. 
The main principle of the law is that the banks must 
dedicate their capital, in the first place, to credit purposes 
in the ways already established by Chilean commercial 
and business practice. 

The law also provides a series of safeguards to ensure 
that loans are granted within prudent limits; those 
granted to clients must not exceed 10 per cent. of the 
capital and reserves of the bank, unless the sum over 
that figure is fully covered by special guarantees. In 
this way a few debtors of a bank are unable to 
monopolize its resources and place it in a dangerous 
position through their unforeseen misfortunes. The 
law contains severe conditions regarding acquisition 
of real estate, and restricts that belonging to the bank 
to the properties necessary for their own use. Mortgage 
loans must not exceed two-thirds of the value of the 
property mortgaged, or 40 per cent. of the total assets 
of the bank. 

The law fixes a limit to investment in State bonds 
and bonds of mortgage credit institutions, and, finally, 
prohibits absolutely the dealing of banks, directly 
or indirectly, in shares, merchandise or produce, and 
allows them to acquire these in their own right only 
when, in order to prevent losses, they are obliged to 
accept them in payment of debts previously contracted 
in good faith. 

The law aims at preventing banks from investing 
their funds in risky and speculative business, and also 
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prohibits the bank’s directors from using its funds for 
their own use or benefit by taking advantage of their 
position and influence to obtain credit on other conditions 
than those of normal prudence and safety. Severe 
penalties are imposed on bank directors who consent to 
operations not allowed by the law, and directors must 
make good, personally, any loss incurred through their 
having permitted or carried out such operations. All 
operations of banking institutions must be recorded in 
writing in minute books for submission to the directors 
in order that these operations may be discussed by them 
and their responsibility for them fully established. 

The absolute freedom previously enjoyed by the 
banks to apply or invest their funds in whatever way 
they thought fit, has now been replaced by a régime in 
which their field of operations is strictly limited, and 
from which régime they cannot deviate without exposing 
themselves to the penalties prescribed by the law. 

These are all principles of a sane banking policy, 
established by long experience in other countries. In 
some countries these principles have been incorporated 
in the practice of the banks by force of tradition, and 
in others, such’ as the United States and recently 
established European countries, have, as in Chile, been 
embodied in national laws. 

As an immediate result of the new law, commercial 
banks are paying special attention, or at least are paying 
more attention, to short-term bills, which are easily 
negotiable. This policyis the natural result of the facilities 
granted by the new law to commercial banks for 
rediscounting with the Banco Central bills to order not 
over go days’ sight, which, owing to the number and 
standing of the firms carrying them, have a certain 
security. In the three and a half years’ existence of the 
Banco Central and the General Banking Law, the banks 
have made full use of this facility for rediscounting 
whenever a great rush of business or an extraordinary 
demand for credit has justified their so doing. This 
policy of the banks in favouring short-term loans permits 
them to secure a more rapid turnover on their capital, 
and thus to obtain quicker returns; but, on the other 
hand, it has imposed on them the difficult task of 
accustoming the public to the use of such documents 
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which require the meeting of obligations with greater 
punctuality. 

Various laws on bills of exchange, promissory notes, 
cheques, current accounts, bank securities, legal docu- 
ments to order, etc., have given judicial effect to banking 
operations, and have facilitated the giving of guarantees. 
In this way, greater security has also been given to the 
acceptances held by banks, and the sanction of credits 
has been facilitated. 

One of the most important conditions of the new law 
is that compelling the banks to hold sufficient funds to 
cover withdrawals of deposits, and to comply with other 
obligations. With this object in view, the General 
Banking Law compels the banks to hold or have on 
deposit with the Banco Central 20 per cent. of the amount 
of its deposits and sight bills, and 8 per cent. of the amount 
of deposits and date bills, the latter not to be withdrawn 
before 30 days’ notice. Should funds not be sufficient 
to meet withdrawal of deposits, etther in normal or 
extraordinary situations, the banks can obtain the 
necessary funds by rediscounting, at the Banco Central, 
bills which fulfil the conditions prescribed by law. 

In 1928, after the passing of the General Banking 
Law, another law was passed, authorizing those banks 
which discount rediscountable documents for the public, 
and whose rate of interest is not more than 2} per cent. 
above that of the Banco Central, to hold only 15 per cent. 
of the amount of sight deposits, and 6 per cent of time 
deposits only. The reduction in the funds which should 
otherwise be held is therefore compensated by the 
increase of rediscountable documents in the Banco 
Central. 

The law prescribes penalties for banks who fail to 
hold the fixed minimum amount, the fine being calculated 
on the average deficiency over a period of two weeks; 
in this way the deficit in the cash on one day can be 
balanced by the surplus of another. 

With the object of ensuring compliance with these 
regulations, every four weeks the banks remit statements 
to the Superintendent, showing the daily figures of 
deposits, sight bills, time bills and total cash in hand. 
The cash must consist of Chilean gold coins, Banco 
Central notes, deposits in the Banco Central, or Chilean 
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silver and nickel coins, so long as the latter coins do 
not exceed Io per cent. of the legal minimum. 

The procedure established by the Superintendent’s 
Department for the control of the banks’ cash and 
holdings has worked so far without difficulty or delay, 
and from the statistics which the banks send in to the 
department every four weeks, general statements are 
compiled showing the movements of deposits and dis- 
posable funds. These statements are published in the 
Press, so that the position and growth of each bank can 
be closely followed. 

In order to comply with the enactments of the law, 
an officer called the “‘ Superintendent of Banks” was 
appointed, his office corresponding to that of the 
Comptroller of the Currency of the United States. This 
Superintendent has been given ample facilities to carry 
out the inspection of the banks, and to satisfy himself 
that the regulations of the law are carried out. 

While the Superintendent of Banks’ Department is 
a public office, forming part of the Ministry of Finance, 
it has not the same organization as the other departments, 
which are directed by officials who have followed an 
administrative career, and whose salaries and duties are 
established by law, and can only be modified by another 
law. To carry out the duties properly, the Superinten- 
dent’s Department must approximate, in structure and 
adaptability, to a commercial company, whose staff is 
appointed by the manager according to its requirements, 
taking into consideration the special aptitude of each 
employee for the duties he has to carry out. The duties 
and remuneration, as well as the expenses of the depart- 
ment, and the sum charged on its account in the National 
Budget, are fixed by the Superintendent in agreement 
with the Ministry of Finance. 

By a special clause in the law, the Superintendent is 
authorized to choose his staff with entire freedom, so 
that he is assured of the co-operation of competent and 
honest persons in carrying out the delicate and difficult 
tasks entrusted to him. The department is maintained 
by the banks; the expenses being divided among them in 
proportion to the total assets of each, but the quota of 
any one bank must not exceed 1/40th part of I per cent. 
of the total assets of each half year. The accounts of 
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the department are sent to the State Controller in the 
same way as those of the other State offices. 

The department keeps itself regularly informed of 
the economic position of the banks, and sees that the 
terms of the law are carried out, by calling for balance 
sheets and statistics of their business operations on a 
certain day, which must be the day previous to that 
when the data was asked for. The object of asking for 
information of a retrospective date, which the banks 
cannot know beforehand, is to prevent their preparing 
a more favourable balance sheet than the actual one, or 
one not showing the true situation. The law enacts that 
these statements must be asked for at least four times 
yearly, which means, in practice, at intervals of two 
months, because each half year the banks make up 
their half-yearly balance in accordance with their statutes. 
The banks must publish their balance sheets in the local 
newspapers for the information of the public. 

With the object of getting uniform information from 
each bank, the superintendent has prepared printed 
forms to be filled up by the banks, in which the various 
accounts are carefully detailed. These forms have been 
prepared with great care, and as far as possible the 
existing practices of Chilean banks and the banking 
terms used by them have been respected. Through the 
use of these forms the number of accounts, and the 
meaning of each, have been stereotyped for all banks; 
while the control and inspection of accounts, and prepara- 
tion of reports by the superintendent, have been 
facilitated, thus ensuring correctness and precision in 
banking statistics, and eliminating differences of opinion 
among the banks as to the meaning of each account. 

The control section of the department examines 
carefully the statements and reports, and compares them 
with the previous ones, thereafter making any obser- 
vations or remarks necessary to the banks concerned. 
Another section of the department then compiles a 
general statement from all the other statements of 
banking movements in the Republic. This statement is 
published in the “ Diario Oficial.”” At the end of the year 
a pamphlet is published containing a general study of 
banking activities for that year. 

Besides the control effected by examination of 
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statistics by the department, periodical visits are made to 
the banks by a corps of inspectors, experts in banking, 
who divide their duties according to the number of sections 
of each bank. In these visits the books are checked; note 
is taken of the general progress of the business; the in- 
spectors satisfy themselves that the General Banking Law 
and other bank laws are carried out; loans are examined 
to see that they have been legally granted with proper 
guarantees ; and, lastly, a careful check is made of all the 
acceptances and information collected in all the banks 
regarding the solvency and responsibility of the debtors. 
As a result of the examination of the acceptances, the 
superintendent is often obliged to hold an inquiry and 
impose penalties, and has even been compelled to advise 
a bank to suspend payment of dividends, when such a 
payment would affect the legal reserve of the bank. 

After the examination of a section, the inspector or 
inspectors in charge of such examination prepares a 
detailed report. The superintendent then studies these 
reports and makes any observations he may think 
necessary in a minute which is remitted to the directors 
of the bank concerned, and is considered at a special 
meeting. In the case of foreign banks, the minute is 
remitted direct to the head office of the bank. 

Each one of the staff of the superintendent is obliged, 
under most severe penalties, to keep absolute secrecy in 
reference to any information obtained in the performance 
of his duties. 

The new banking law relating to failures and 
liquidations has established an important innovation. 
If, for any reason, a bank suspends payment, the bank- 
ruptcy law is not applied. The superintendent is 
informed of the fact, and is obliged by law to ascertain 
whether the bank is solvent or not; if he is satisfied that 
it is solvent, he takes the necessary measures to enable 
the bank to carry on; if he decides that it is not possible 
for the bank to continue operations or to save it with 
financial help, he decides either to declare it bankrupt 
or in liquidation, and in either case the superintendent 
or the person appointed by him proceeds to the liquidation 
of the bank or fulfils the office of receiver. 

Previous to the passing of the New Banking Law, this 
attitude towards bank failures and liquidations was 
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anticipated when the Banco Espanol de Chile, one of the 
most important banking institutions of the country, 
suspended payment. Owing to the speculations of the 
bank, injudicious loans without guarantees made by the 
directors, and numerous abuses in the administration 
(which were not shown in the balance sheets), the bank 
was compelled to close its doors on December I, 1925. 
The superintendent, after examining the position of 
the bank and confirming the loss of 50 per cent. of its 
capital, decreed the liquidation on January 29, 1926, 
and on the same date took charge of this liquidation. 
After three years’ labours, the whole of the capital of 
depositors and creditors, amounting to approximately 
$275,000,000, was returned to them. 

The practical results of the law have been profitable 
and efficient. In the three and a half years of its working, 
the principles embodied in the General Banking Law 
have been slowly incorporated into the routine of banking 
institutions. The law has been received sympathetically 
by the public, which is now convinced of the benefits 
accruing from it, both to shareholders and depositors. 
The doubts regarding the efficiency of the new law and 
the inevitable difficulties produced by all new laws have 
been solved by means of circulars, whenever necessary. 
No general decree was published as this might have proved 
too rigid, and probably would have required continual 
modification, as experience of its practical application 
was gained. 

The achievements of the General Banking Law have 
given to the public confidence in the stability of banking 
institutions; a confidence which can be considered as 
an important factor in their prosperity, and as having 
a strong influence on the normal development of the 
economic life of the country. 


SITUATION OF THE BANKING AND OTHER SPECIAL 
CREDIT INSTITUTIONS OF THE COUNTRY ON May 2, 1929 


This opportunity may be taken to give some general 
figures, which appeared in the last report of the Super- 
intendent of Banks, regarding the movements of the 
commercial banks. 

The simple statement of these figures throws an 
interesting light on the economic development of the 
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Caja de Credito Agrario. 
(Rural Credit Bank.) 


HILEAN farmers had, until recently, no means of obtaining credit 
other than that of mortgaging their properties, the sum so obtained 
being generally absorbed in paying for the land bought. 


Commercial or banking credit could be obtained only on short terms, 
and at high rates of interest, by those borrowers who were considered 
solvent by the lenders. The great majority of the agriculturists lacked 
credit and, consequently, were obliged to restrict the development of 
their farms according to the scanty means available. 


The Rural Credit Law and the Rural Pledge Law have exercised 
great influence on the economic development of Chile. 


To prevent moneys granted to farmers from being diverted to other 
branches of production or from being simply mis-spent, and thus realizing 
none of the benefits expected, regulations were framed stating the 
conditions on which credits would be granted, and a system of control was 
established for such grants, making available as security many properties 
which had previously not been considered worthy of credit. These ideas 
and economic principles are embodied in the two laws referred to. 


Nevertheless, little advance would have been made if an institution 
had not been created to carry out the laws. This is the function of the 
Caja de Credito Agrario. 

The bank is a joint-stock company with a capital of twenty million 
pesos, practically all subscribed by the National Savings Bank and the 
Mortgage Credit Bank. 

The capital of the bank is not sufficient for the needs of agricultural 
credit, but, thanks to the mechanism established by the law, all credits 
authorized by the Society can be transferred to the Mortgage Bank which, 
in turn, issues bonds bearing its guarantee either in the country or abroad. 
Using its power of issue, the Mortgage Credit Bank has placed bonds in 
the United States to the value of twenty million dollars, utilizing the 
proceeds of these bonds to meet the needs of agricultural credit. 


The laws creating the bank, as well as the regulations and statutes, 
have been modified so as to adapt this institution to the experience 
gained in practice, and to authorize the necessary facilities for granting 
credits. On the other hand, thanks to this same experience, the activities 
of the bank have not been confined to credit operations alone. They 
have gone much beyond the original ideas, and to-day the bank is a 
complete organization for the development of agricultural production, 
and its activities include the supervision of production itself, and the 
distribution and collection of the proceeds from the sale of the produce 


raised with its help. 
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CajA De CrEDITO AGRARIO—continued. 


In this way an organization has been created which is adapted to 
the special needs of the country. In the credit organization of no other 
country is its counterpart to be found. Co-operative societies, syndicates 
or other regional institutions would not have been in a position to solve 
the economic problems of a general kind which a centralized institution, 
with greater economic powers, can successfully solve. 

The operations of the bank may be divided into two large groups: 
one relating to the granting of credit, and the other to development. 

The credit needs are met by loans on agricultural pledges, securities 
or mortgages, or by discounting bills. 

The rural pledge enables the farmer to obtain loans on property 
hitherto considered insufficient as guarantee; such security, used with 
prudence, permits of an effective help being given to those who are 
otherwise without means to increase their production. Mortgages 
granted on the longest terms compatible with the guarantee permit the 
carrying out of permanent works and improvements in the cultivated 
lands ; and, lastly, the discounting of long-term bills permits the transfer 
of properties, or the realization of businesses, the profits from which 
are payable at about the time when the bill falls due. 


The development of production is facilitated by the distribution of 
cattle, seeds, fertilizers, machinery, and all kinds of tools for agricultural 
purposes, according to the needs of each applicant, who must adhere 
to the technical conditions necessary for their correct use. The facilities 
which the bank grants to farmers for the sale of their produce create 
a purchasing power which assures them of stable prices and allows them 
to develop their lands without fear of fluctuations caused by speculations. 

The future economic policy of the bank is so to unify production 
as to permit of an export surplus. To realize this, advantage will be 
taken of the law of General Stores Deposits, in which selected and uniform 
types of produce will be offered direct to foreign consumers. 


LOANS IN FORCE ON SEPTEMBER 24, 1929. 
Guarantees 


Guaranteed by Agricultural Pledges aa ..- $67,770,108 $208,192,766 
Loans on Securities nes rv a 2,426,678 Securities. 
Mortgage Loans me ic aa bi i 4,020,580 21,906 980 
Bills Discounted - a s bb ee 36,711,570 36,305,351 


$111,528,945 


FERTILIZERS AND SEEDS SOLD BY THE BANK. 


Nitrates. 1928. 60,367 Quintals up to Sept. 24, 1929. 55,413 Quintals. 
Wheat. 1928. 28,835 = 1929. 34,888 i 
Oats. 1928. 14,907 ” 1929. 7,571 - 
Potatoes. 1928. 36,216 Bags 1929. 36,800 Bags. 
Guano. 1928. 3,215 1929. 11,553 » 
“Thomas ”’ Slag. 1928. 46,882 1929. 44,433 » 
Lime. 1928. 27,432 1929. 41,153 » 
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country during the last three years. The law classifies 
these institutions as national banks and foreign banks, 
there being in Chile sixteen of the former and seven of 
the latter. The paid-up capital and reserves of these 
institutions amounted, on May 2 last, to $631,259,000, of 
which $480,713,000 corresponded to national banks and 
$150,546,000 to foreign banks. The total amount of 
deposits on that date, without taking into account the 
deposits of the banks among themselves, drafts and 
telegraph orders, dividends to collect or guarantee 
“boletas,” was $1,261,477,000, of which $775,222,000 
was on account of national banks and $486,255,000 
foreign banks. This total amount of deposits is distri- 
buted in the following manner: sight deposits, or up to 
30 days call, $565,080,000, withdrawable after 30 days, 
$696,398,000. 

Of the amount of deposits at sight or withdrawable 
within 30 days, $353,459,000 are in national banks, and 
$211,621,000 in foreign banks; of the time deposits, or 
withdrawable after 30 days, $421, 764,000 correspond to 
national banks, and $274,634,000 to foreign banks. 

To the total deposits of the banking companies must 
be added the deposits of the National Savings Bank— 
$470,000,000—giving a grand total of $1,731,477,000. 

On the other hand, the placements of the commercial 
banks, including advances on current account, loans, 
bills and documents discounted, both in national and 
foreign currency, without taking into account the obliga- 
tions signed to meet the guarantee “‘ boletas,’’ amounted, 
on May 2, to $1,565,116,000, of which $1,075,123,000 
were in national banks and $489,993,000 in foreign banks. 

In the investment group, properties, national and 
municipal loan bonds, Banco Central shares, furniture 
and bank material are included. The total investments 
on the date referred to amounted to $225,121,747'07, of 
which $171,811,191°57 was in national banks, and 
$51,310,555'50 in foreign banks. In these investments, 
the value of properties was $71,613,127'08, and that of 
national and municipal loan bonds, $19,578,249'21. If 
the investments of the National Savings Bank—amount- 
ing to $210,354,862°96—are added to that total the 
aggregate investments are $435,476,610'03. 

Profits —The net profits shown by the banks in the 
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first six months of 1929 were $19,800,000 in the national 
banks and $6,100,000 in the foreign banks, a total of 
$25,900,000 for all banks. 

To give an idea of the credit operations of all the 
institutions in the country since the new law came into 
force, two statements are appended, one showing the 
movements of deposits of commercial banks and savings 
banks in 1926, 1927, 1928 and 1929; and the other 
showing the movements of the placements in the Com- 
mercial Banks, Banco Central, Savings Banks, Rural 
Bank, Mining Bank, Industrial Credit Institute and 
Popular Credit Bank. 

For this purpose we have taken the figures published 
by the Superintendent of Banks corresponding to the 
month of May of each year, except for the year 1927, in 
which April was taken. 





Deposits (in millions of pesos). 





Dates. : i 
Commercial | National Total 
Banks. Savings Bank. = 





$ | $ 

May 8,1926._.. aie | I,I72°5 | : I,516-2 
Apr. 14,1927 .. és 1,366°4 | . 1,731°3 
May 5,1928 .. +r I,302°6 | . I,735°0 
May 2,1929_ .. <a I,261°5 | : 1,731°5 

















PLACEMENTS (in millions of pesos). 





Cin, Banco eas Indus- aS 

para ( entral National | Rural trial Popular Mining 

peer’ Public | Savings | Credit | Credit | Credit | Credit 
Dis- Bank. | Bank. | Insti- | Bank. | Bank. 


Banks. . 
counts. | tution. 
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Caja de Credito Minero. 
(Mining Credit Bank.) 


HIS institution is a real National Mining Bank, being endowed by its statutes 
with complete autonomy. 
It is managed by a Council of nine members, one of whom is the Managing 
Director. 
It has a capital of 40 million pesos in bonds, guaranteed by the State, and 
the capital can be increased if found necessary. On the other hand, the Bank 
can guarantee the shares of other mining companies. 


ORIGIN 


For many years the mine owners in the mining provinces had been claiming 
Government protection and finally their aspirations were embodied in a scheme 
drawn up by the National Mining Society. This scheme was supported by 
various Senators, and became a law of the Republic on 12th January, 1927, under 
number 4112. 

This Law was added to by a Legal Decree No. 1391 on 26th August, 1927, 
and by a Technical Decree approved of by the Council of the Bank on 25th 
November of the same year. 

Later on, the laws 4302 of 9th February, 1928, 4340 of the 4th July, and 4503 
of 24th December, introduced various modifications in the Bank’s first charter, 
and the definite text was embodied in the Decree No. 5617 of the Ministry of 
Finance, dated 27th December, 1928. This Decree, together with the Technical, 
Legal, and Internal Decrees, and other measures passed by the Council, complete 
the Statutes of the Bank. 


OBJECTS 


In order to develop the mining industry, the Bank grants credits for the 
following purposes :— 

(a) For the installation of metallurgical processes which have been 
industrially proved, and found commercially successful, in the working of 
mines. 

(b) For the installation of mechanical means for working mines, open- 
casts, slags and washings. 

(c) For the installation of mechanical means for the production, 
purification or preparation of natural mineral products of commerical value. 

(2) For the improvement or extension of installations of the class 
referred to above; and 

(e) For the capitalisation of mining companies already working. 

It can also aid in the development of mining by the following means :— 

(a) Purchase and sale of ores and minerals. 

(6) Establishment of foundries and plant for the treatment of any 
class of mineral. 

(c) Guarantee of shares issued by Mining Companies. 

(dz) Construction of special plant for the shipment of ores and minerals. 


GUARANTEES 


Borrowers must comply with two basic conditions in order to obtain loans. 
In the legal sphere a first mortgage on the mine must be executed, with full titles 
of ownership, or real estate must be offered as security. In the technical sphere, 
the Bank must verify, in accordance with the relevant regulations, that sufficient 
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CAJA DE CREDITO MINERO—continued. 


ore has been proved to exist to redeem the loan in the maximum period of 12 years. 
If the amount of mineral proved should not be sufficient, the borrower may offer 
other guarantees to the satisfaction of the Council. 


INTEREST AND COMMISSION 


Borrowers must pay an annual interest on their loans of 8 per cent. payable 
half-yearly in advance. 

The Bank may charge up to 3 per cent. commission on each loan authorized, 
and this commission, together with profits obtained from other sources, goes to 
cover administration and expenses of surveys and general mining development 
charges, and to increase the capital of the Bank. 


OPERATIONS 

As will be seen under the paragraph entitled ‘‘ Objects,” the law gives the 
Bank two distinct functions: one, to cover all operations of credit in connection 
with any particular mining scheme, and the other to aid mining development 
works generally. 

Up to date the Bank has granted loans for more than 10 million pesos, and 
has applications in hand for a larger sum. 

It is worthy to note in passing that the Bank, on agreeing to a loan, does 
not hand over cash to the borrower, but pays the cost of the machinery and 
installations for his account, and in some cases pays his debts. 

As regards development works, the Bank has three regional portable plants 
in construction costing 5 million pesos, and other plants under consideration 
estimated to cost 3 million pesos. Furthermore the Council has agreed to the 
expenditure of 10 million pesos for the construction and working of a modern 
foundry equipped with the latest improvements. 


CHEMISTRY AND METALLURGY 


In one of the pavilions of the ‘‘ Quinta Normal ”’ many strange instruments 
can be seen, which are used by the experts for the study of minerals from the 
time they leave the mine until they are converted into valuable products and ready 
for sale in the markets. The photographs show various sections of the Metallurgical 


Laboratory of the Bank. 
GENERAL DEVELOPMENT 

The Press of the Capital has lately reported the decision of the Bank to build 
complete foundry establishments in Coquimbo and Copiapé, and the newspapers 
of the mining provinces continue to report the great enthusiasm with which this 
decision has been received. This is very natural, if due account is taken of what 
these advantages will mean to the mining industry, such as larger profits, markets 
for low-grade ores, control of selling prices, certainty of obtaining exact weights 
and grades of ores sold, etc. The cost of these two establishments will be 12 
million pesos approximately, and they will take a year,.more or less to build. 

These foundries and the regional portable plants, which the Bank is establish- 
ing in the important mining districts, together with other development measures 
projected by the Bank, will produce renewed interest in national mining, and in 
a very few years production should be increased tenfold, with the corresponding 
increase in public and private wealth. 

GOVERNMENT ACTION 

The policy of increasing production, which was initiated with energy by 
His Excellency the President of the Republic, is not limited, in the mining 
industry, to the passing of laws and decrees. His Excellency keeps himself 
regularly and fully informed of the Bank’s activities, and after studying the 
various development plans and schemes projected by the Council indicated his 
approval by offering the decided and efficient help which his Government always 
dispenses to vital works of progress. 
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BANCO DE CHILE 


(Incorporated in Chile with limited liability.) 


Formed in 1893 by the Amalgamation 
of the Nacional de Chile, Valparaiso and Agricola. 














Principal Offices: Santiago and Valparaiso. 
41 Branches in Chile. 


London Agency: 94 GRACECHURCH STREET, E.C.3 


Telegraphic Addresses: 
Santiago & Valparaiso London 
** Bancochile.” ** Chilcoban.” 


Chilean Pesos 


Capital (authorised and fully paid)- $100 ,000,000.00 
Reserves - - - 98 ,000,000.00 
Fund for Contingencies ~ 20,000,000 .06 
Dividend Fund- - - 7,610,855.76 


(Equivalent to £5,640,271) $225, 610, 855.76 








The Bank transacts every class of Banking Routes: with Chile and 
having Branches in ail parts of the Republic affords special facilities. 
Enquiries invited. 

Banco Central de Chile 


Agents of< Banco de la Nacion Argentina 
| Banco do Brazil 




















The Chilean Review. 


HE current issue of “ The Chilean Review,” the well illustrated quarterly 

journal devoted chiefly to Anglo-Chilean affairs, has recently appeared, 
and contains many interesting and informative articles, among which is one 
giving the life work of the late Don Mateo Clark, one of Chile’s greatest 
engineers, whose highest achievement was the building of the Transandine 
Line between Argentine and Chile, thus uniting those two important South 
American Republics. 

Another article explains, in a clear and concise manner, that the recent 
changes in the Chilean Government were caused by the resignation of part 
of the Cabinet, and in no way affect the continuity of the administration 
programme followed by President Ibanez. 

A review is also made of the products of Vickers Ltd., its —— and 
progress, and the way in which it can help Chilean enterprise is clearly shown. 
There are three articles on Nitrate, one touching on the increasingly sounder 
position of the Nitrate Market, another concerning the results obtained with 
Nitrate of Soda on Japanese vegetables and cereals and a third with the 
employment of Nitrate on growing roots for the feeding of live stock. Then 
follows a comprehensive resumé on the feeding of farm animals with Iodine. 

Other articles give general and profusely illustrated accounts of the most 
important topics of Chilean economic and social life. The ‘‘ Review ” contains, 
as usual, a summary of British and European aff Lirs in the last Rab months, 
after which comes “‘ Stock Exchange Impressions,” dealing with Chilean and 


—s Chilean business. 














Bank of 
A. Edwards & Co. 


Valparaiso and Santiago (Chile). 


FOUNDED IN 1846. 








HIS Bank has been in existence for 84 years, and was founded in 1846, 
in the city of Valparaiso, by the grandfather of the present Chairman of 
its Board of Directors, Don Agustin Edwards. For the first five years it 

was only a branch of the Head Office which at that time was still in Copiapé. 
In those days, Copiap6 was a flourishing mining centre, with copper and silver 
production at its height. It will be remembered that Chile was then the 
greatest producer of copper in the world. In 1851 the Valparaiso branch 
became the Head Office. 


Sixteen years after, in 1867, the Bank of A. Edwards & Co. was organized | 


as a private company with a capital of $500,000 (£100,000), the peso being then 
at 48d., and continued as such until September 4, 1913, when it was turned into 
a limited liability company with a capital of $10,000,000 (£250,000). 

The Bank of A. Edwards & Co. is therefore the oldest in Chile and the 
pioneer in that country of the banking business. Credits in current account, 
discounts of drafts and advances of money on short and long-term arrangements 
were unknown in Chile until the Bank of A. Edwards & Co. started operations 
of this nature. 

In 1922 the capital of the Bank was increased to $25,000,000 (£625,000) and 
has not been altered since. It was in connection with this increase of capital 
that the Anglo-South American Bank, Ltd., became closely affiliated with 
the Bank of A. Edwards & Co. Since then both institutions have worked in 
very close co-operation to their mutual benefit. 

On June 30, 1929, the capital, plus reserves, amounted to $42,687,114°58 
(£1,067,177 17s. 3d.). In 62 years the Bank of A. Edwards & Co. has 
increased its capital and reserves 85 times in Chilean currency and over 
1o times in sterling. The difference between the two is due to the fall in 
the value of the Chilean peso. 

Its development in other respects is also interesting. While its deposits 
in the first year of its existence as a limited liability company (1913) amounted 
to $14,965,164 (£374,129) ; at June 30, 1929, these amounted to $67,277,488-03 
(£1,681,937). The increase is therefore nearly fivefold in 15 years. 

Since the increase of its capital in 1922 to $25,000,000 (£625,000), the net 
profits per annum of the Bank of A. Edwards & Co. have increased from 
$3,498,981 (£87,477) to $4,062,860-74 (£116,571 Ios. 5d.) (June 30, rg28, to 
June 30, 1929). 

Securities in Safe Deposit with the Bank of A. Edwards & Co. which 
amounted in 1914 to $6,180,524 (£154,513 2s. od.), reached the figure of 
$190,774,075°04 (£4,769,351 17s. 6d.) on June 30 last, or an increase of over 
314 times. 

The London correspondents of the Bank of A. Edwards & Co. are the 
Anglo-South American Bank, Ltd., 117 Old Broad Street, and Messrs. Glyn, 
Mills & Co., 67 Lombard Street. 
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Some figures of the 
Bank of A. Edwards & Co., 


since it became a Limited Liability Company. 





| 
Year ending December 31 | ¢ | 1915 1916 1917 
| 


apital ... sen a ve diane 
cones 50,000 | 400,000 1,000,000 
Deposits (fixe d, ‘at call, ‘and in ecurre nt | 

account) ‘ ‘ant 2,544,471 7,250,531 19,388,216 
*Id. id. in 18d gold "pesos “and in | | 

foreign currencies... ane er 2,420,693 | 2,189,440 
Securities in safe deposit cee ‘<i 3,180,524 8,066,116 
Total - the balance shect eae eo. | 91,223,645 : 5 
* Id. id. in 18d gold pesos... = - 3469 : 
Profits in the ve ar : ie “iis ,201,648 1 G06, 404 s 850,037 2'028,014 
Dividend paid in the year. | 600,000 600,000 700,000 | 800,000 
Percentage of yearly dividend to par | 

value of share sen eee — 6 } 6 “7 | 8 





1,600,000 
21,871,162 


2,360,308 
9. 471,533 
45,808,918 
2,870,289 





10,000,000 10.000,000 10,000,000 i | 10,000,000 


Year ending December 31 1918 1919 1920 1921 


Capital ... sae hah = wes ,000,000 10,000,000 10,000,000 10,000,000 
Reserves wis is ‘iis 2,150,000 2,500,000 3,000,000 4,100,000 
Deposits (fixe d, at call, and in current > 

account) 4 asa eos ne 25,849,570 $1,438,107 33,139,414 31,965,237 
* Id. id. in 18d gold pesos and in 

foreign currencies .. aie ‘id 2,946,460 6,316,940 9,105,669 
Securities in safe de posit ana a ,619,033 10,401,73: g 16,493,037 
Total of the balance sheet... «-. | 52,569,100 | 73,100,608 i 37 y 96,925,005 
* Id. id. in 18d gold pesos... joe 293,477 6,881,984 364,132 11,423,131 
Profits in the year one ion ia "394,085 1,655,201 2.5 98 2,738,404 
Dividend paid in the year .. 800,000 950,000 , m 1,400,000 
Percentage of yearly dividend to par 

valu» of share nee ae cual 8 94 14 14 











Year ending December 31 1922 1923 1924 1925 


Capital . ie ‘at was a 25,000,000 | 25,000,000 25,000,000 25,000,000 
Reserves 12,650,000 13,500,000 15,000,000 16,2: 50,000 
Deposits (fixe d, ‘at call, and in current | 

account) ee 2 ; 57,491,175 38,362,773 44,350,368 59,840,437: 
* Id. id. in 18d gold pesos ‘and in 

foreign currencies... oe so. I 6,489,734 7,517,214 6,023,096 480, 509° 4 
Securities in safe deposit nat oe 25,107,729 | 31,650,968 31, 465, 167 
Total of the balance sheet — ee. | 177,075,318 } 155,102,697 141,273,197 1 35, 194. 771- 
* Id. id. in 18d gold pesos... sie 9,639,395 | 10,197,039 8 146. 636 9,541,443 -2 
Profits in the year = a an 3,498,981 } 5,968,201 6,452,900 5.561,070- 
Dividend paid in the yer  -— | 2,400,000 4,000,000 4,000,000 4,000,000 
Percentage of yearly divide nd to par | 

value of share per ses eau | j | b 16 














PREECE Nl 1929 
Year ending December 31 926 927 1928 _ (June 30) 
| First half-year 


Capital ... “as see eee eee =), iy 25,000,000 25,000,000 25,000,000 
Reserves 2.715-18 17,556,157:10 | 17,633,909°86 | 17,687,114-58 
Deposits (fixe d, ‘at eall, and in curre nt 

account) : 84,053,068 - 87 72,648,273 -41 83,630,366 °6 67,277,488 -03 
* Id. id. in 18d gold pesos. ‘and in 

foreign currencies . ees = ig ° 
Securities in safe deposit te ... | 187,368,153°5 191,864,630-01 87,723 “83 | 190,774,075 -04 
Total of the balance sheet... ««» | 157,620,198-66 | 125,427,069-29 | 5 i ‘ 128,788,553 -14 
* Id. id. in 18d gold pesos ona . : 
Profits in the vear ian ena ai 5,600, 206-47 4,972,621 -67 | 4,644,679°-5 2,339,707 -41 
Dividend paid in the ye ar ‘ ‘ 4,000,000 4,000,000 4,000,000 2,000,000 
Percentage of yearly dividend to par | 

value of share ans one -| 16 16 16 16 
! 














* Since 1926, after the Banco Central de Chile was founded and a new gold currency created at the fixed 
rate of exc hange of 6d. per peso, this item appears included above. 
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The “SOUTH AMERICA” (“SUD 

AMERICA ”’) Life Insurance Com- 

panies of Rio-de-Janeiro, Buenos 
Aires and Santiago-de-Chile 


N 1895, Mr. Joaquin Sanchez de Larragoiti, who, for many years 
previous, had been general manager for the Spanish- American 
Department of the New York Life Insurance Company, founded, 

jointly with Mr. Justus Wallerstein and with his son, Mr. Antonio 
Sanchez de Larragoiti, the “‘Su_ AMERICA, Cia Nacional de Seguros de 
Vida ’”’ in Rio-de-Janeiro, Brazil. 

A few years after, branch offices of the Company were organized 
in Buenos Aires, Santiago-de-Chile and Lima, and in 1922 the Company 
also opened up a branch office in Madrid. 

Soon the Company became the leading South American life insurance 
company. 

In 1923, the Argentine branch was transformed into a separate 
Argentine company, under the presidency of Dr. Antonio Robirosa, and 
when, in 1924, the New York Life Insurance Company, which had been 
operating in South America for over 40 years, decided to cease doing new 
business there, its entire business in force in the Argentine was tranferred 


to the Argentine ‘‘ Sud America,”’ and its entire business i in force in Brazil 
and Chile was transferred to the Brazilian “‘ Sul America.” 

The Chilian branch of the Brazilian company has now also been 
transformed into a national (Chilian) company, under the presidency 
of Mr. Francisco Bulnes. 


FIGURES OF ARGENTINE “Sup AMERICA.” 
Business in force on December 31, 1928 .. $166,118,519 m/L., 
or more or less 35 fer cent. of the total life insurance in 
force in the pon Fa Republic. 
Annual premium income as an ns os .. $8,500,000 __,, 
Assets .. i ; - sis a .. $33,800,000 __,, 
Paid-up new business in 1928 “ és aa .. $29,000,000 __,, 


FIGURES OF BRAZILIAN “ SUL AMERICA,” 
contos of reis 
Business in force on March 31, 1929 Pa oa I,250,000 
or more or less 70 per cent. of the total life insurance in 
force in Brazil. 
Annual premium income +d a én ws 62,700 
Assets .. as , “4 we “a 200,000 
Paid-for new business, April 192 28 /March 1929 a - 281,535 
FIGURES OF CHILIAN “‘ SUD AMERICA.” 

Business in force on June 30, 1929 .. g $240,346,000 m/c 
or more or less 30 per cent. of the total life insurance in 
force in Chile. 
Annual premium income $1 
Assets .. F 2 ne me - 2 
Paid-for new business in 19 28 $52 


I,400,000 ,, 
4,600,000 _,, 
600,000 _,, 























Caja de Credito Hipotecario. 


(Mortgage Credit Bank.) 





HISTORY 


HE “Caja de Credito Hipotecario,” founded in the year 
1855, has, during its 84 years of existence, not only 
weathered all the crises which the country has experienced 
through general economic causes, wars or other upheavals, and 
kept its doors open, but has continually contributed to the 
growth of national wealth and greater agricultural production. 


OBJECTS 


One of the features of the Bank has been that of paying from 
5 to 8 per cent. to the debtors. The bonds are issued in different 
series, which are continually quoted on the stock exchanges, the 
quotations of the bonds and new issues being ruled by the 
| current rate of interest. At present the largest issue of the Bank 
| consists of 7 per cent. bonds carrying 4 per cent. amortization, 
the quotations of which have varied from 95 to 98 per cent. 
Another of its features is that, not having shareholders, it can 
apply its profits for the benefit of its debtors, reduce or suppress 
the usual commissions, and carry out other gratuitous services 
for its clients. 


EXPERIMENTAL STATION FOR AGRICULTURE 


The soundness of its reserve fund has allowed the Bank to 
| distribute every year considerable sums of money in aid of works 
or schemes of public interest, and a sum of not less than two 
million pesos is set aside yearly for these purposes. 
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CAJA DE CREDITO HIPOTECARIO—continued. 


One example of these works is the Agriculture Experimental 
Station for the selection of seeds and demonstration of models 
of the different agricultural industries. Selected collections of 
birds for aviculture, cows for dairy purposes, Norman horses 
for work in the vineyards, and sheep for wool growing have 
been imported, so that this establishment may be considered 
a permanent exhibition of the most recent advances in 





agriculture. 

An extensive property was acquired at a cost of more than 
four million pesos to carry out practical experiments with the 
different seeds required for distribution to the farmers. The 


expenses of this experimental station exceed $600,000 per annum. 


SOCIAL WORK 


The Bank has also established several institutions for the 
benefit of the staffs of all the other State concerns, such as the 
establishment of “‘ El Retiro” of Quilpué, that of ‘‘ Morro de 
Tomé,” the sports ground of “ E] Llano,” etc. 


Among the welfare schemes many can be named, especially 
the economic and hygienic urban dwellings and the agricultural 
small holdings—works which were begun in 1910 and 1g1I and 
were the outcome of social laws passed at the periods mentioned. 





The village of Huémul, with its hundreds of hygienic and 
comfortable houses, now 18 years old, schools, library, theatre, 
savings bank, church, hospital, créche, and children’s welfare 
centre, may be mentioned as a model of cheap dwellings in urban 
districts. Other villages have been built in the suburbs and 
city of Valparaiso itself at a cost of several million pesos. 


ISSUES IN THE REPUBLIC AND ABROAD 
The bonds cf the Bank are not only quoted on the national 
exchanges but are also officially quoted on the Paris, Berlin and | 
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CAJA DE CREDITO HIPOTECARIO — continued. 


New York exchanges. In IgII an issue in francs was placed in 
Paris and has now been totally redeemed, and in 1912 an issue 
of 50 million marks placed in Berlin has been redeemed to the 
extent of 50 per cent. The New York market is now the centre 
of operations of the bonds, and several loans have been floated 
there bearing 6} per cent. in substitution of the 8 per cent. 
obligations in legal currency circulating in the Republic. 


The total issues of the Bank, including those abroad, may be 
estimated at more than one thousand four hundred million pesos. 


BRANCHES 
The Bank has established branch offices in the provinces of 
Valparaiso, Concepcion and Valdivia for the convenience of the 
public throughout the Republic. 


RECONSTRUCTION OF TOWNS 
By special laws the rebuilding of the northern provinces 
destroyed by the earthquake of 1922 was entrusted to the Bank, 
and this work in so far as private property is concerned is now 
nearly finished, while the rebuilding of public buildings is being 
pushed on. The reconstruction of the towns of the central 
zone, Talca, Curicd, etc., destroyed by the earthquake of 1928 is 


now in full swing. 


BANK’S NEW BUILDING 
A photograph of the model of the splendid building now 
being erected by the Bank on the site of the old one, and 
adjoining the beautiful and artistic building of Spanish archi- 
tecture temporarily occupied as offices by the Bank, will be 


found on the next page. 
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CAJA DE CREDITO HIPOTECARIO—continued. 


IssUE OF BONDS 
at June 30, 1929. 


In CURRENCY 


8 per cent. .. in we ods a ~~ oh $220,276,300 
7 per cent. .. + as es pi is ‘a 474,585,100 
6 per cent. .. os we ~ bl ba a 11,381,300 

per cent. .. - ‘0 és “4 - iia 8,763,500 


Total in currency ae le ia a is wi $715,006,200 


IN GOLD 
Sterling .. - £80,880 
Swiss francs .. 23,940,000 


U.S. dollars .. $68,286,500 
Equivalent to .. ‘a a «s 7 $590,538,800 


Grand total of_Issue at*June 30, 1929 , or ..  $1,305,545,000 


ek call LB ES 


ARCHITECT’S MODEL OF THE NEW BUILDING OF THE CAJA 
DE CREDITO HIPOTECARIO, SANTIAGO. 
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CAJA DE CREDITO HipoTECARIO—continued. 


GROWTH IN THE ISSUE OF BONDS EACH DECADE FROM THE YEAR 1855 UP TO 


JUNE 30, 1929. 


MILLIONS 
1400 


$ 1,305,545,0000 


$ 195,148,500 0 


1905 
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Caja Nacional de Ahorros. 
(National Savings Bank) 


HE institution called the “ Caja Nacional de Ahorros ’”’ was 

founded in Chile on the initiative of the Mortgage Credit 
Bank, and operates under the latter’s control. The primary 
object of the Bank, as its name indicates, is to develop the 
habit of saving among employees, small capitalists, tradesmen 
and the working classes; but, with the desire of further helping 
its depositors, the Bank also undertakes letters of credit and 
telegraphic remittances, current accounts, loans, the purchase 
and administration of properties, etc. It also attends to the 
observance of the Workmen’s Compulsory Insurance Law and 
the Private Employees Law, both of which were passed for the 
protection of these classes. 

The following details will give an idea of the enormous 
growth of the National Savings Bank during the few years of 
its existence. 

On December 31 last the total deposits were $474,794,663.84 ; 
the total amount of operations in transit and various accounts 
$12,443,691.99; and the total reserves $15,134,092.78. The 
total assets, therefore, amounted on that date to $502,372,448. 61. 

Of this sum $137,608,828. 61 is on loan, and $209,876,394.83 is 
invested in Bonds, Real Estate, and first-class shares guaranteed 
by the State. The balance is made up by funds at call and 
other assets. 

The Bank has 183 offices, distributed throughout the 
Republic, which enable it to give an efficient service to its 
clients in all districts, and, by raising the moral and economic 
level of the people, contri- 
butes in a practical way to 
the general progress of the 
Nation, and to the well-being 
enjoyed by the popular ele- 
ments in the country. 

The present General 
Manager of the Bank, Sr. 

Manuel Salas Rodriguez, is 
one of the most active men 
in Chile, and has given a 
powerful impulse to the 
development of the National The New Building of the Caja 
Savings Bank. Nacional de Ahorros, Santiago. 
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Chilean Commerce 
By D. Juan Manuel Valle 


(President of the Central Chamber of Commerce, Valparatso. 


I 

EW countries, owing to their youth, their lack of 
N experience and of the means necessary to establish 

manufacturing industries, together with the want 
of capital required by such industries, must limit their 
economic operations to the cultivation of the soil and, 
in some few cases, to the manufacture of the products 
thereof. It is only after many years, when, having 
obtained the experience necessary and received an 
influx of peoples and capital together with hard work and 
savings, that these countries can think of establishing 
manufacturing industries, and even then they find the 
field of oper rations restricted by another law. If the 
country has a small population it can only carry on 
those industries for which nature has specially equipped 
it, and can place the products of those industries alone 
on the world’s markets. Should the new country try 
to overstep the mark no real benefit accrues. A scanty 
population and scarcity of capital hinder it in its economic 
development by raising the price of the produce and 
preventing it from competing successfully in the foreign 
markets. 

New countries as a rule begin by exporting only raw 
materials; they import manufactured goods. Later on, 
they export a few manufactured products from the 
industries specially favoured by nature. The privilege 
of having highly specialized industries is reserved for 
the older countries; if the new country tries to assault 
this privilege it runs the risk of coming to the same end as 
the frog that thought it would become as big as an 
ox by drinking large quantities of water. 

In both of the two development periods commerce 
has rather a deciding than a beneficial action. Super- 
ficially it would seem to be nothing more than an inter- 
mediary to bring both producers and consumers together. 
But in reality it has a creative force, as without trade 
the producer would only produce what wes necessary 
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for his own needs, and the consumer would only 
consume what he produced. Trade, therefore, is the 
most powerful stimulant for the producer and the most 
efficient agent of the consumer. 

If the benefits accruing from trade are more evident 
in the third period, namely, that of intense and concen- 
trated industry, perhaps they are greater at the beginning 
of a new country. For such a country—only exporting 
raw materials or products of the primary industries, and 
importing the manufactured goods required for consump- 
tion—commerce is a key which opens the doors of the 
foreign markets and obtains the credit it requires. Very 
soon foreign capital follows the import of foreign goods 
and the new country passes from the first stage to the 
second ; new industries are created and developed; and, 
if nature and an increasing population do their share, the 
third period, or that of intense industrial action soon 
arrives. 

The United States is not an older country than those 
of South America, yet it is now the first economic and 
financial power in the world. It has travelled the same 
road asother newcountries, and, if it has obtained a greater 
prosperity than other countries of the New World can 
boast, this is due to the opulence with which nature 
has endowed it, and to the enormous growth of its 
population, both by births and through the attractions 
it offers to the peoples of the Old World. 


II 


The commercial history of Chile has been subjected 
to the same laws as other countries. In the early years 
the population was partly sustained by the produce 
of the soil, and partly by imported foodstuffs ; but almost 
all the other necessities of life were imported. Foreign 
trade was initiated principally by England. It was from 
England that the vessels bringing our merchandise came, 
and in exchange they carried away some of our few 
products. The first foreign capital to be invested in 
Chile came from England in the form of a Government 
loan—the famous loan of 1822—and, if the terms were 
very irksome and the application of the loan a disaster, 
England was not to blame. 

Trade continued to increase; and, when the Chilean 
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Government began to comply regularly with its obliga- 
tions, when it became apparent that we had a serious, 
stable and good administration free of the revolutions 
which agitated other new countries, trade in Chile 
greatly expanded, Agriculture dev eloped i in a small way 
and the mining industry to a great extent, and this 
situation provided us with more than sufficient to buy 
what we required in foodstuffs, clothing, housing 
materials, and the necessities for our social and artistic 
life. Peace at home and abroad stimulated trade 
intercourse, and this intercourse in turn gave a stimulus 
to the prosperity of the country. 

Towards the second half of the rgth century, 
the trade of Chile was characterized by the predominance 
of English and French firms: Spain had not had the 
foresight to replace the old sovereignty by the influence 
of trade ; Germany was beginning to show herself in 
our markets ; Italy was still divided between various 
States and lacked power of expansion, and the United 
States had not the necessary elements to compete with 
English and French production in South American 
countries. 

Old inhabitants still remember seeing in the streets of 
the large cities of Chile, especially in those of Valparaiso 
and Santiago, the names of English and French houses 
only. The business carried on by each was easily 
distinguishable. The British brought us the well finished 
produce of their factories, especially machinery, metal 
goods, textiles, and plant for new industries; they also 
brought capital for investment in new companies and 
purchased agricultural produce, and, to a much greater 
extent, our minerals. Above all, however, the money 
required by the Chilean Government for the construction 
of public undertakings, and the engineers to direct them, 
came from England. In this way England became the 
banker of Chile, but a kind banker who never pressed or 
used her position as creditor in order to oppress. French 
trade was limited to certain articles of clothing, furniture, 
art, and never or very seldom invested capital in the 
country or lent money for the construction of public 
works in Chile. Consequently, French commerce in 
Chile threw out few roots and was condemned to disappear 
with the first puff of wind. 
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III 


During the second half of the rgth century a gradual 
change came about. German manufactures began to 
enter the country, and more or less rapidly to oust 
French trade, damaging British trade also to some 
extent. The foundation of the Germanic Confederation 
and the great efforts made by that State to change from 
an agricultural to an industrial country, necessitated 
outlets for its new manufactures, and was the beginning 
of German propaganda in South America, and especially 
in Chile. 

How was this change brought about? It was a 
question of methods and liberality. The German 
merchant studied the market carefully and minutely 
and then offered cheap goods on more liberal terms 
than had hitherto been known. He also noted the 
kind of goods mainly required in Chile, manufactured 
them in Germany, then filled the market with the m, 
offering the goods at low prices and at long credit. 

British merchants on the other hand followed the 
old custom of trading through a few large exporting 
and importing firms, so that their goods always passed 
through the same limited channels. The Germans 
worke -d on a different principle. They both established 
importing firms of their own, and helped Chilean firms 
to become importers, thus ensuring that their goods 
arrived in Chile through various intermediaries, each 
of whom became active agents in their distribution. 
And finally, with the help of the German Government 
they opened banks in the country, one after another 
(Aleman Transatlantico, Chile y Alemania and Germanico 
de la América del Sur), always giving very liberal terms 
and thus gradually obtaining a “preponderating position 
in the trade of Chile. At a later period the British 
also began to open banks in Chile; but they did not 
extend as the Germans had done, especially in the opening 
up of new branches. 

As for French trade, the cheap German goods, together 
with the better payment facilities, rapidly ousted it, 
and today there are few French houses existing in 
Chile. 
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Compania Minera e Industrial 
de Chile 


(Chilean Mining and Industrial Company.) 


us company was formed by the amalgamation of the Lota Company, 
the Arauco Company, Ltd., and “ Los Rios de Curanilahue ’’ Coal Mining 
Company. 
Head Office : Calle Blanco, No. 759, Valparaiso. 
Administration : Lota Alto. 
London Agency: Lawther, Latta & Co., Ltd., Billiter Buildings, E.C.3. 


MINES. 

The company owns two mining establishments, Lota and Curanilahue. 
Operations started at the Lota mine in 1852, when the old Lota company was 
formed. The two mines together have a producing capacity of 1,200,000 tons 
of coal, extracted from various shafts or pits, the most important being :— 

Lota: Grande pit. 
Alberto pit. 
Carlos shaft. 
Curanilahue : Shaft. 
Central mine. 

Owing to shortage, in 1927 the extraction only reached the figure of 842,118 
tons. The coal from these mines is used by the State Railways, the Navy, the 
shipping and nitrate companies, and the principal industrial establishments of 
the country. 

. INDUSTRIES. 

Pottery Section.—This is worked in Lota independently of the mines, and 
manufactures firebricks, furnace pieces, pipes for drains and sewers, etc. 
Electric insulators, porcelain tiles, polished clay tiles, etc., are also 
manufactured. 

RAILWAYS. 


The company owns the Concepcion, to Curanilahue Railway, of a length of 
97 kilometres, besides a branch line to the port of Arauco of 7$ kilometres. 
There are also various branch lines connecting the different mines of the 
—* STEAMSHIPS. 

The company owns seven magnificent steamers, their names and cargo 
capacities being as follows: 


Tons Tons 
“Don Ricardo ”’ ee ris 3,500 “Don Alberto” .. i 2,600 
“Don Luis ” vs ‘ 3,500 ““ Matias Cousiio ” - 2,600 
“Don Thompson ”’ .. er 3,200 “Don Carlos”... oa 2,500 
“Don Benjamin Squella ’’. . 3,200 


This fleet is exclusively dedicated to the transport of the coal and other 
products of the company to the various ports of the country. 


FORESTS. 

The company owns several thousands of hectares of forest lands, and the 
number of trees already planted exceeds 45 millions. Up to date the company 
has used a large number of trees for mining purposes. 

At Lota, a large sawmill is being put up in order to market the wood from 
pe eres. PIER. 

The company has a pier in the Bay of Lota for shipping its coal, with the 
necessary plant for handling 4,000 tons daily. 
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IV 


The world war was the cause of and the occasion for 
yet another change. Its first effect was to prohibit 
the export of European capital and to stop the supply 
of European manufactures to South American markets ; 
and the United States, thanks to its enormous wealth 
and gigantic industrial production, became the provider 
for the countries allied against the Central Powers. 
This she did in three different ways: by providing 
capital for the Governments, providing arms and muni- 
tions for the armies, and providing produce for the civil 
inhabitants to replace what their own factories could 
not supply owing to their being engaged in munition 
making. 

The North American companies, well organized, 
powerful, and possessing enormous capital and resources, 
made great efforts to capture trade; and the United 
States replaced Europe as the supplier of the South 
American countries. These countries could not receive 
goods from the allied countries where production had 
diminished owing to labour shortage, and where a great 
number of the factories were employed in making 
arms and munitions. Neither could any goods be 
received from the central empires owing to the blockade. 
The United States therefore became the providers 
of the American markets, and thus, together with the 
shifting of the world’s financial centre from London 
to New York, the commercial current running between 
Europe and the Latin-American countries previously, was 
replaced by a new current between the great Northern 
Republic and the rest of the American C ontinent. 

But it was not only commerce that was affected 
by the change. As the war progressed North American 
bankers began to replace British bankers in the credit 
operations of the South American Governments. The 
gigantic purchases of arms, munitions, foodstuffs, and 
industrial products which the Allies had to make during 
the war and for some time afterwards, caused the 
flow to the United States of a great part of the gold 
from Europe, in such quantities that in 1922 there had 
accumulated in the States 4,000 million dollars in gold, 
1,500 millions of which were deposited in the banks 
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Sociedad Explotadora de Tierra del Fuego. 


A Chilian Limited Company Authorised by Supreme Decree. 
No, 2182 Dated 16th September, 1893. 








HE Registered Office of the Company is in the City of Valparaiso, 

Republic of Chile, and the Company’s period of duration is fifty 
years as from July 1, 1905. 

The object of the Company is the development of freehold lands acquired 
by them, and lands leased from the Chilian Government and everything 
appertaining to sheep and cattle farming and subsidiary industries. 

The Company own to-day 945,770 hectares of freehold lands, of which 
181,655 are situated in the Argentine Republic and the remainder in 
Chile, in the Magellan Territory—one part in the region of Ultima 
Esperanza and the other on the North Coast of the Straits of Magellan. 
They also hold 950,000 hectares of land on lease from the Chilian Govern- 
ment, in the Island of Tierra del Fuego. 

The capital is £1,800,000, divided into 1,800,000 shares of £1 sterling 
each, fully paid. The accumulated reserve funds amount to approximately 
{2,400,000, as per the last Annual Balance Sheet to June 30, 1929. 

The principal business of the Company is sheep farming, but they 
also have a considerable number of horses and cattle, as shown hereafter. 
The sheep are of the Romney Marsh breed, and in the last few years they 
have been crossed with Corriedale Stud sheep imported expressly from 
New Zealand. 

The Company own, in addition, an important Industrial Establishment 
erected at Puerto Bories in the region of Ultima Esperanza, comprising 
a Freezing Works, Fellmongery, and a Tallow extracting and Wool 
Washing Plants. 

The stock of animals, as per inventories taken at June 30, 1929, is 
1,290,891 sheep, 9,631 horses, and 5,672 cattle. 

The production in the last financial year ended on the date above- 
mentioned was :—- 

Shearing Wool.—t1,256,067 sheep were shorn yielding a total of 
9,963,772 Ib. of wool, representing an average yield of 7.93 lb. per head. 

Frozen Mutton —277,053 sheep and lambs were frozen, producing 
5,700 tons of meat. 

Casings.—255,202 sheep and 99,619 lambs. 

Tallow.—t1,145,149 kg. 

Hoof Otl.—17,082 kg. 

Pelts.—34,938 dozen. 

Slipe Wool.—1,218,410 lb. 

The profits for the last financial year amounted to £747,531 9s. 3d., 
out of which a dividend of 8s. per share was paid to shareholders, repre- 
senting 40 per cent. on the nominal value. 

The Balance Sheet shows available assets of {1,040,581 os. 8d., and 
outstanding liabilities of only £7,464 18s. 6d. 

All the Company’s products are exported to the United Kingdom for sale, 
with the exception of the tallow, hoof oil, and casings, which are sold locally. 

The consignees and representatives of the Company in London are 
Messrs. Duncan, Fox & Co., Limited, 29 Great St. Helen’s, E.C.3. 
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and 2,500 millions in the Federal Reserve Bank. With 
so great an accumulation of gold the States easily took 
the position of banker to the other countries, and found 
the strength of that position growing as the placing of 
loans in London, became more difficult owing to the 
Government restrictions. 

The United States showed itself very skilful in 
replacing the European nations as provider of the 
South American markets. It has not, it is true, the 
German method of studying the tastes of the public 
in order to offer immediately a cheap article on liberal 
credit terms. But at the same time as its traders 
sell their products and buy ours, they introduce capital, 
invest it in our industries or acquire them altogether, 
and thereby help to stimulate production. What Mr. 
Grosvenor Jones of the Department of Commerce 
of the United States said not long ago is perfectly true : 
“We are managers in South America and mere creditors 
in Europe.” 

At the beginning of the war England had £500,000,000 
invested in South America after a century of commercial 
relations, while the United States had only about 
250,000,000 dollars. Since then the British invest- 
ments have increased little while those of the North 
Americans now reach the sum of 2,500 million dollars. 
From a recent article by a financial expert of the 
United States—Mr. G. Butler Sherwell—we transcribe the 
following paragraph, which reviews the activities of 
his country in South America :— 


In South America, United States companies are working mines 
producing lead, gold, silver, platinum, nitrates, tin, etc. | American 
capital preponderates in the principal copper and silver mines of Chile 
and Peru. The American holdings of nitrate fields in Chile are very 
important, and our mining capitalists are taking an increasing interest 
in Bolivian tin. The interest which America has shown in South 
American mines has been a panacea for the economic well-being of 
these countries. The deposits of poor copper in Chile would not 
have been changed into some of the most important mines in the 
world if American capital and methods had not worked these poor 
ores. American capital has played an important part in the oil 
industry in Venezuela, Colombia and Peru. Our investments in 
manufacturing industries are not large with the exception of the 
motor industry and meat plants. The first frozen meat companies 
of Chicago established factories in Argentina, Uruguay and Paraguay. 
American capital is also employed in the import and export trade, 
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banks, public utility works, cable, telegraph, telephone and wireless, 
etc. Our loans to the Governments and Corporations and our invest- 
ments in South America have contributed greatly to the prosperity of 
those countries. 


V 


Have the South American Republics gained with the 
extensive and intensive propagation of United States 
commerce among them? Have they gained anything 
by the substitution of the British and German trade by 
North American? There is no doubt that the activity 
shown by the United States merchant seems to be more 
efficient and beneficial than that of the English merchant ; 
the latter comes here, sells us his goods, buys ours, all 
done with the utmost loyalty and fairness; but he does 
not attend to any other consideration, and does little 
or nothing to help'in the development of other businesses 
than the particular one in which he is interested. The 
North American sells principally and buys a little less, 
but at the same time he invests his money here, starts 
businesses, industries, companies; stimulates production 
and seems to enliven things generally wherever he goes. 

Some suppose that the activity of the English 
merchant is confined to his business, while that of the 
North American may include an imperial tendency which 
might endanger the independence of the weak nations. 
Such a fear, which is undoubtedly imaginary and seems 
to come more from a jealous and envious spirit than from 
a prudent mind, must be taken into account when 
explaining resistance to trade which the English, French 
and German merchants never experienced. 


A. M. BONNER, L™: =“ 


30 LIME ST. and 7 BLOMFIELD ST. 
LONDON, E.C.3 LONDON, E.C.2 
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This brings us to a question of much greater 
importance which is bound to have a _ transcending 
influence in international trade. 

Bankers, merchants, business men, great politicians of 
European nations, in Press articles, in the Congress of 
the International Chamber of Commerce, in International 
Economic Conferences, in the League of Nations Assembly 
have stated their convictions that the reconstruction of 
Europe cannot be accomplished until there is an agree- 
ment among all the States to suppress, or at least 
reduce, the present Customs barriers; and a scheme has 
been drawn up, with some prospect of being accepted, 
for the constitution of a European “ Zollverein,”’ the 
United States of Europe. 

But at the same time, the North American nation, 
which till now has been the most protectionist of all, 
has just published its intention of further increasing its 
duties and even of imposing import dues on products 
which enjoy free entry at present. A recent caricature 
in a European newspaper shows Uncle Sam showering 
blows on a poor man and saying to him: “ In future | 
shall sell you all my goods, but I won’t buy any of yours.”’ 
Thus, while Europe preaches community of interests and 
commercial liberty, the United States strengthens the 
fence which separates it from the rest of the world, and 
will not leave the boundary except to sell its goods, only 
buying those foreign ones which are absolutely necessary. 
Which of the two policies will triumph? And what will 
be the fate of the South American countries, financially 
and economically weak, placed between these opposing 
currents? We have faith that, in the long run, agree- 
ments made in harmony, justice and equity will prevail, 
and that trade, served by railway, telegraph, aeroplane 
and wireless, will find the best means to take advantage 
of human genius and Nature’s gifts for the benefit and 
moral progress of man. 

We complete this historical sketch of the foreign trade 
of Chile with a statement of exports and imports from 
1905 to 1928, the amounts being indicated in pesos of 
18d., or the equivalent of {1= $13.33. 

The amounts in the grand total column not only 
include the imports and exports of the five countries 
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named, but also those other countries with which Chile 
has had commercial relations. 

Among the exports, readers should note nitrate, 
which is the principal export of Chile. Until 1914, the 
export of nitrate increased steadily. In that year and 
in 1915 it declined; and again rose in the following 
years till 1920, although it did not reach pre-war figures, 
since no nitrate was exported to Germany. After 1920 it 
diminished considerably owing to the crisis in the industry, 
produced by unsold stocks held in Great Britain. 

In the years 1914 to 1920 a great decrease is noted 
in imports from Germany, France, Great Britain and 
Italy due to the war, while the imports from the United 
States rise from the same cause. In the years following 
1920, the imports from the countries first named again 
increase and those from the United States drop a little, 
as with the re-establishment of the world’s trade the 
nations which had served us for over a century recovered 
some of their old connections. Nevertheless, in the last 


On Sale 
2nd December, 
1929. 





THE SOUTH AMERICAN HANDBOOK—1930 
Over 2,000 changes bring the new (Seventh Annual) Edition 
up to date. 
The Indispensable Year Book and Guide for all interested 
in South and Central America. 


Through all Booksellers or from: 
TRADE & TRAVEL PUBLICATIONS, LTD.., 
‘South American Publications) 


14, Leadenhall Street, London, E.C. 3. 


a 
s 
. 
. 
7 
5 
a 
ae 
a 
. 
a 
% 
. 
' 
5 
. 
o 
¢ 
. 
e 
a 
a 
. 
. 
a 
v 
5 
a 
a 
. 
t 
. 
i 
a 
J 
: 
o 
7 
7 
5 
. 
' 
a 
e 
. 
7 
v 
a 
a 
. 
. 
. 
* 
. 
& 
? 
. 
4 
sa] 





440 


THE BANKER 


few years the imports from the United States are seen 
to be much higher than in pre-war years and also higher 
This is the replacement to 
which we have already referred. 

We regret we are unable to give a more minute study of 
the question, but what we have written will give a clear 
idea in a general way of the progress of Chilean commerce. 


than the British figures. 





Germany. 


United States. | 


France. 





Years. 
Imports. 


1905 7,587,686 

55,030,091 
1907 74,310,374 
1908 75,763,197 
1909 | 62,045,050 
I9gI0 2,044,029 
IgII 89,578,552 
I9I2 90,928,960 
1913 81,035,995 
I9gI4 70,930,579 
1915 9,818,052 
1916 
1917 
1918 
1919 
1920 
1g2t 
1922 
1923 
1924 
1925 
1926 
1927 
1928 


1900 


185,007 


699,788 
21,074,388 
3,034,092 
3994,327 
1993,019 
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84,466,789 
49,792,976 
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61,465,846 
61,679,126 


Great Britain. 


| 
= 


140,2 
| 108,096,104 


Imports. | 
18,867,949 
24,040,505 
31,124,384 
24,385,123 
20,401,102 | 
36,629,518 
$3,221,833 | 
40,044,771 
55 ,038,790 | 
55,201,578 | 
51,004,260 
94,251,880 
174,068,041 
203,451,891 
191,854,560 | 


270,665 | 


63,547,030 
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100,159,502 


122,970,7 5 
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Italy. 


Imports. 


15,510,904 


19,208,025 | 
18,990,996 | 


19,893,317 
18,145,919 
11,523,582 

4,058,584 

9,495,353 
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Exports. 
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| 


Exports. 
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Exports. 





1905 
1906 
1997 
1908 
1909 
1910 } 
I9gII 
I9git2 
1913 


83,340, 436 
9408 3,702 
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Chilean 
Investment Securities 


Our Monthly Circular containing particulars 
of all Securities dealt in on this Market will be 
sent to any financial Institution on application, 


We offer further particulars and information 
regarding any securities listed on the Valparaiso 
and/or Santiago Stock Exchanges. 


We also invite applications for our Booklets on 
the Mortgage Bank Bonds and the Chilean 


Government and Municipal Bond Issues. 


We especially invite enquiries from Investment 
Trusts and are prepared to furnish all the 
information necessary for a complete study of 
the Investment Market in Chile. 


H. J. Tanner & Cia. 


(Members VALPARAISO and SANTIAGO Stock Exchanges) 


Casilla 825 Casilla 2394 
VALPARAISO. SANTIAGO. 


Cables :—** TANCAR..’’ 


Peterson (2nd & 3rd Editions) 


ae Bentley (5th Edition). 











Programme of Public Works 
in Chile. 


THE following are the details of the various Public Works now under con- 
struction or about to be carried out, and which will be completed during 


the period 1928-1933. 


These works are enumerated independently of any special law referring to 
them or providing funds for them, the latter at present being regarded as 
merely nominal amounts. The distribution and date of execution of the works 
have, however, been fixed by the various technical departments. As in other 
schemes of this kind, costs of survey and superintendence have been included 
in the figures given. No works have been included in the programme for the 
financing of which fixed quotas have already been allowed for in the ordinary 
estimates, as, for example, the quotas for bridges and roads, amounting to 
28 million pesos; and quotas to special funds such as the “‘ Cajas de Fomento 
Salitrero y Carbonero ”’ (Nitrate and Mining development). 

The annual sum to be spent on the works cannot be charged in the Ordinary 
Estimates, but must be charged to loans as is done in similar cases. ; 

Before stating their plan for financing the loans necessary for the works, 
the Government think it advisable to make some observations regarding the 
normal increase of the expenditure and income of the country, both in relation 
to the public debt and to indices of the growth of the economic activity of 


the Republic. 


RAILWAYS CONSTRUCTION PLAN. (Value in millions of pesos.) 
Sums to be spent in the years indicated. 








| Kilo- | | | 
Works. ew 1928. | 1929. | 1930. | 1931. | 1932. | 1933- Fein Ragen 
Rails | | | 





Various schemes “es | 0°35] 0°35] 0°40 ‘ *40] O° 2+30 


Iquique to Pintados and | 


Branches aie 
Mariposas to Lircay ... 
Cocule to Lago Ranco § . “10 
Loncoche to Villarrica “s . -00| 2: . +50 | 
Quino to Galvarino ... “% , -00 . sae | +50 
Rio Negro to Maullin . -00 j -Io 
Lebu and Los Alamos 

Railway 
Access to (¢ ‘onstitucién 

Port x at 
Transandine’ through | 

Saita “se ae 
Transandine' through | 

Lonquimay... 


Totals... aie | 22- 29-00 | 28- 5°00 | 33° 36-00 | 183- 


— — *10 
+50 - | 3:00] 
00 | 








10°00 | 


16-00} 
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PorT CONSTRUCTION PLAN. (Value in millions of pesos.) 


Sums to be spent during the years indicated. 


| 


Works. | 1928. | 1929. | 1930. | - | 2692. | 2933. | 








Total in | Follow- 
6 years, \Ing years 





ANTOFAGASTA «-- | 15°00 | 15°00 | 14°36 — - | 44°360 
Complementary | 

works and plant... 5°00 5:00 | — | - }; — | *00 
Administration poe : 0*34 joa ae -02 


VALPARAISO see 3° | 9°50 _ 3 27°50 
Administration ion t ae 0+245 - , a “49 
Plant and comple- 

mentary works ... . | 3:00 


CONSTITUCION is . | 7°50 
Administration 0+20 
Complementary 

works and plant ... 


VALDIVIA : 

Works, dredgers and 
plant 

Administration 





IQUIQUE 

Administration 

Complementary 
works and plant... 


ARICA : 

Administration 

Complementary 
works and plant... 








PUERTO MONTT: 
(Pier, mole and 
breakwater) 
Céquimbo pier 
Various piers ato || 
Talcahuano: Espla- | 
nade Ses 


Totals ... 




















BUILDING CONSTRUCTION PLAN. (Value in millions of pesos.) 


Sums to be spent during the years indicated. 





| | | | mana | Follow- 
Works. | 1928. | 1929. | 1930. | 1931. | 1932. | 1933. | 6 reas jing year, 


SCHOOL BUILDINGS. 
I.—Termination of building} 5-00 - | -- 5°00 
IIl.—New works and termi- | | 
} 


nation of unfinished | 
works me ... | 7°00 | 10-00 20-00 | 30-00 50°00} 60:00] 177-00 


| 
| 
| 
| 
| 
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BUILDING CONSTRUCTION PLAN—continued. 














Works. 


1928. 


1929. 


1930. 


1931. 


1932. 


1933. 


Total in 
6 years. 


Follow- 


ing years 


















I11.—University City 
1V.—Works and acquisitions 

of Physical Educa- 
tion ... 


Pus8Lic AND VARIOUS 
BUILDINGS. 
I.—Termination of Con- 
tracts 
IIl.—New Works 
I11.—‘‘ Open Door ”’ 
Post Office Buildings 
Ministry Buildings es 
Public 


General repairs of 
Buildings 


Totals 
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IRRIGATION WORKS. 


Sums to be spent during the years indicated. 





(Value in millions of pesos.) | 

















Works. 


1928. 


1929. 


1930. 


1931. 


1932. 


1933. 


Total in 
6 years. 















Camarones ... oie 
Tarapaca and Aroma 
Lautaro 

Algarrobal 


La Laguna 

Juntas del Carmen 

Cogoti... 

Recoleta ona 

Chacabuco 

Huntil 

San Lorenzo ... 

Pichidangui 

Laguna del Maule 

Bullileo 

Various small works 

Construction works ... 

Angostura de Paine 

Petorca 

Rio Salado oui 

San Pedro de Atacama 

Quebrada de Alvarado 

Puente Negro (Choapa) - 

Canal Rio Grande (Huatu- 
lame) ala sas sited 

Dams in the river Aconcagua 


Totals 
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PLAN OF HyDRAULIC Works. (Value in millions of pesos.) 


Sums to be spent during the years indicated. 








Works. | 1928. | 1929. | 1930. | 1931. | 1932. | 1933. | See \angawt 


Domestic Water Ser- 
vice in 36 towns of | 
more than 2,000 
inhabitants sa 

Improvement and ex- | 
tension of Domestic | 
Water Service in | 
75 towns ae 

Improvement and ex- | 
tension of the Ser- | 
vice in Santiago and 
Valparaiso cae 

Installation of Sewage | 
Works in 43 towns 
of more than 8,000 } 
inhabitants ia 

Extension of Sewage 
Works in 13 towns | 

Making Canals and | 
Channels in the Rio 
Mapocho sia 

-River Defence Works 


Totals 








GENERAL RESUME OF THE PUBLIC WORKS SCHEMES. 


Sums in million of pesos to be spent during the year indicated. 





Works 
and Purchases. 


] | 
> | } 7 als i vi 
1928. | 1929. 1930. 1931. 1932. 1933. a ws 


(«) Irrigation ssi 5:00 2 -00| 25° ° 41°30 157°30 9°00 
(b) Railways ean 00 | 8-00} 35° 33° 36°00 <i 64°50 
(c) Ports ... oes | 53°50) ‘ 58-80 | ‘ 42° 25°20 257° 10°00 
(d) Sewage, Domes- | { 
tic Water and | 
Hydraulic 
Works cone ° 20° 20° °00} 23° a* i 41°00 
(e) Building ive : 32° 66- | 88 — 
(f) Road to Casa- 
blanca ea 
(g) Other Works | 


and Purchases | 57°2 4°2 57°2 *20| 66°90) 86-50| 











Totals +r 5° 50° 75°00 | 300°00 | 325°00/ 1,575° 124°50 
| | | 











The Government also deem it advisable to give some fundamental figures 
referring to the growth of the national finances. In a report of this kind it is 
necessary to do so, owing to the “‘ quantitative ’’ changes in financial facts, 
which are rarely considered in accordance with their “ relative values.’’ Thus, 
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for example, a deficit of 50 millions in the ordinary Budget for 1907 would 
undoubtedly be a serious matter; but a deficit of 50 millions in 1927 would 
have no significance in the national finances. 

The same may be said of the national debt. It is impossible to avoid an 
increase in the public debt, and it would be absurd to pretend to do so. The 
only thing to be careful of is to see that the charges do not increase out of 
proportion to the economic capacity of the Nation. It is clear that countries 
which have behind them centuries of road making, construction of buildings 
and other public works and in which, for different reasons, the railways, ports 
and other industrial undertakings have been privately built, may not require 
to have large public debts. Nevertheless it is a fact that the public debts of 
all countries continue to grow with increasing rapidity. The well-known 
economist E. L. Bogart gives in one of his latest books the amount of the 
increase in the public debts of all civilized countries. The same data are 
found in C. C. Plehn’s book, “ Introduction to Public Finance,”’ and may 
therefore be regarded as sufficiently accurate. 


INCREASE IN THE PuBLIC DEBTS OF ALL THE CIVILIZED 


COUNTRIES, IN MILLIONS OF DOLLARS. 
Years. 
1860 ve sat na ve aaa ivi a 10,399 
1880 as wha ons in mae rer ans 27,421 
1908 aa a nee ane ies is eas 36,548 
1913 ae ia es we NE eae bas 42,940 


If the figures for 1929 were given, it would be found that they triplicate 
those of 1913, but as the cost of the European War would be included in the 
former, the comparison would not be a true one. In new countries like ours 
it is necessary to complete railway systems, improve ports, supply drinking 
water and construct drainage systems in most towns and cities. This means 
expenditure, the benefits of which will only be felt many years later, that is 
to say, when the population of the country is greater and when the tax-paying 
capacity of the inhabitant is greater still. It would therefore be an evident 
injustice to burden the present inhabitants of the country with taxes to pay 
the cost of these works and not to finance them by loans to be repaid over 
a period of from 25 to 30 years. 

If we trace the history of our public debt and compare charge per head of 
population with paying capacity, it will be found that, relatively to these 
factors, the public debt has diminished. 


The following figures referring to a period of 50 years clearly prove this :— 


Ye Population. Public Debt. Foreign Trade. 
oe Millions. Millions $ (at 6d.). Millions $ (at 6d.). 








1875... eee ose 2040 450°8 548° 
ae ae due oss +490 457°9 578° 
ESOS sce ose soe 2°680 656-9 goo: 
1905 *120 1,034°4 1,366>: 
1913 *440 1,880-9 S,397° 
i ee one re 3°920 1,972°8 2,092°2 
Increase—1875-1925 ... I-92 times 4°32 times 5°64 time 
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Proportion 


Foreign Trade between Debt and 


Debt per Head of 








Year . yer Hea "heer eag 

: Population. — d of Foreign Trade per 

| Population. " : 
Head of Population. 
Per cent, 

1875 «.. 222°94 267°6 83 
1885 ... 154° 39 233°4 79 
1895 . 244°52 335°3 73 
1905 ... ee = ove 332°87 439°7 75 
$673... 540° 25 632°3 86 
1925 ... : ‘oF aa 504°72 783°3 04 
Increase 1875 -1925 “a 2-26 times -94 times — 





Calculating the accumulative percentages of increase for the period of 
50 years, we have the following net result :— 





No. of times increased Annual Accumulative 





in 50 years. Percentage Increase. 
1 
Population . 1°92 1°33 
Public Debt per head of population.. 2°26 1°63 
Foreign trade per head of popul. ition 2°94 2°16 


These figures clearly show that the public debt per head has increased in 
smaller proportion than foreign trade. If we admit this last figure as the 
best index of economic capacity, it can then be said that the country, especially 
in recent years, has improved its economic position in relation to the 
public debt. 


This statement can also be proved by other economic facts more readily 
appreciated. 
A few years ago the great copper industry did not exist in Chile, and 
“ El Teniente,” « Chuquic amata ” and “ Potrerillos ’’ deposits were considered 
of no national value. Up to the present they have yielded 200 thousand 
tons of copper, and of the value of thése exports approximately 250 million 
pesos have remained in the country—in taxes, wages, consumption, etc.— 
representing an income from the sale abroad of the copper produced. This 
sum exceeds the 231 millions required for the service of the Public Debt in 
1928. Copper, therefore, has added to the national wealth, and the sum directly 
accruing from it is equal to the entire service of the Public Debt. There is, 
consequently, nothing to justify a pessimistic policy as regards the future of 
national economy and finance, nor would it be wise to restrict expenditure on 
public works necessary for the dev elopment of the resources of the country. 


Of special interest at the moment is the increase in public revenue. If 
the ordinary revenue for 1928 is taken as a base for comparison and compared 
with that of 1913, we get the following figures, calculated at 6d. per peso :— 


Year 1928—Ordinary Revenue 959°1 millions. 
Year I9I3 Do. Be... Si15°3 5 
Number of times increased, 1° 9. 

Annual accumulative percentage, 5°3 per cent. 
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It might be argued that in the period 1913-1925 there was an increase of 
revenue through new taxes, principally on income. On the other hand, the 
nitrate figures must be take n into consideration: in 1928 the income from 
that source was less than in 1913, the export for 1928 being calculated at 
2,160,000 tons against 2,738,339 tons in I9gI3. 


If the period for comparison of the normal increase in income is extended 
to a greater number of years we arrive at the following :— 
Year 1928—Ordinary Revenue, 959° 1 millions. 
Year 1865 Do. do. 45°5 
Number of times increased, 21. 
Annual accumulative percentage, 5 per cent. 


It will thus be seen that the accumulative increase of 5 per cent. annually 
has been maintained for more than 50 years and tends to rise in recent years. 
However, in our estimates for the future we shall maintain the same normal 
figure of increase, viz. :—5 per cent. 

In view of what has been stated, all financial plans for the future should 
be made on the following economic basis :— 

(rt) Increase of public expenditure including the increase of Public Debt 
charges, should not exceed the normal increase of income, this being 
fixed at 5 per cent. 
(2) Increase in the Public Debt should not exceed the increase in the 
economic capacity of the country, measured in our case by the 
increase in foreign trade, this being fixed at 2°16 per cent. 


It is on these bases that the plan for the financing of the Public Works 
proposed by the Government was prepared and submitted to Congress. 


The finance proposed is based on the contracting of successive loans, to 
be met with the yearly surpluses of the Ordinary Estimates. This means, of 
course, that surpluses will be obtained, and it is not necessary to impose fresh 
taxes or promise doubtful or impossibie economies in order to obtain them 
It will be quite sufficient that revenue should increase in greater proportion 
than public expenditure. 

Revenue during the last 50 years, as has already been shown, increased 
5 per cent. annually, and there is no reason to think that this increase will 
not be maintained in future years. 





On the other hand expenditure, at least that referring to the next 6 years, 
will be practically steady. The salaries of public employés, which account 
for the largest part of the expenditure, have been n adequately raised in recent 
years, and in view of the stability of the currency there is no reason to raise 
them again as a whole in the immediate future. At the most, some partial 
raising of salaries in services at present badly paid, in comparison with the 
others, might be considered, but taken as a whole salaries may be considered 
stabilized for a period of 6 years. 


We admit, iagplagtonegnencs that the Estimates of Expenditure have risen during 
the last 6 years, 2 per cent., this increase referring to the normal expenditure 
already mentioned in the Budget for 1928. Naturally, new expenditure which 
has been met out of specially created revenues has not been considered, in the 

same way new income has not been taken into account in the figure of 5 per 
cent. increase. 
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Leaving now the Budget of 1928, the possible changes in expenditure and 
income in the next 6 years would be approximately— 
NORMAL INCREASE IN ORDINARY REVENUE IN MILLIONS OF PESOS. 


. " ] = 
Year Ordinary Revenue | _ 5 percent. | Total 
ae | in previous year. Increase. Revenue. 

1928 sais | a | pe 959 
1929 ons 959 | 47°5 1,000°5 
1930 eee eee wee eee 1,006 50°3 1,050°3 
1931 oes eee eee ‘ae 1,050 52°58 1,108-8 
1932 nice eee ae wie 1,109 55°4 1,1604°4 
1933s ove ose see 1,164 58-2 1,232+2 


NORMAL INCREASE IN ORDINARY EXPENDITURE IN MILLIONS OF PESOS. 





Year Ordinary Expenditure | 2 percent. | Total 
so in previous year. Increase. Expenditure. 
e /—— 
1928 xa ar iam nr — | — 943°0 
1929 ~~ abe “act seu 943 18-8 961°8 
1930 — an aon wal 962 19°2 982-1 
1931 nee oe wan ake 981 19°6 1,000°6 
1932 Per ak — — 1,000 20:0 } 1,020°0 
1993.—C(«e eed et oo 1,020 20°4 1,044°0 
NORMAL SURPLUSES OF ORDINARY BUDGETS. 
: Ordinary Ordinary | , : 
Year. ae ’ a Bll Surplus. 
Revenue. Expenditure. 
1928 ve pie — er 959 943 | 16 
1929 sks ine was wee 1,000 962 24 
1930 sas me nae we 1,056 981 | 75 
1931 nee ses deh ee 1,109 1,000 109 
1932 vee eee eee eee 1,164 1,020 144 
1933 eee ove eee eee 1,232 . 1,044 188 


These figures prove that starting with the Budget for 1928, admitting 
that the ordinary expenditure will rise 2 per cent. yearly, and supposing that 
the income will be maintained at an increase of 5 per cent., which has been 
confirmed in the last 50 years, there should be a surplus at the end of the 
6 years of nearly 188 millions. 

Therefore, without raising the taxes and using the surpluses for the debt 
service, the necessary loans can be contracted for the carrying out of the 
Public Works schemes proposed. 

On the basis of 7 per cent. interest and 1 per cent. amortization, the surplus 
of each year would attend to the following increases in the National Debt :— 


| Probable Amount Increase in Debt — 
Year. Surplus. of Public Debt to | of 
be met. | previous year. 
1928... si Be: sie 16 200 200 
1929... see vai on 44 550 | 350 
ae ae ‘oa 75 940 | 399 
1931 oe see swe ose | 109 1,300 420 
1932... pee hua ee 144 1,800 440 
1933... hb as én 188 2,350 | 550 
| 





a i | 2,350 

















During 1928 the Government proposes to spend the 200 millions which 
would be covered with the surplus already obtained in the Ordinary Estimates 
of the same year. For the following years it would issue loans of decreasing 
values, so that there would always remain a balance between the surplus of 
the previous year and the amount required for the service of the new loan. 


The distribution proposed would be as follows :— 





Possible Increase 


>. = aeiiaad adie 
Public Debt. Proposed Increase. 
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6 years... “a ose a 2,350 millions 


The Plan of Public Works and Acquisitions being carried out in the manner 
indicated it will be possible to meet this expenditure from 1929 onwards and 
retain an increasing surplis in the Ordinary Estimates. Apart from a surplus 
resulting from less expenditure, an extraordinary increase in income and 
economies in the plan of works should also be taken into consideration. 

For instance, at present nearly 9 million pesos are spent in rents of schools 
and buildings for public offices. As soon as the plan is finished this sum will 
represent an economy not mentioned in ordinary expenditure. 

The water and sewage services will immediately create new income. The 
utilization of new lands for cultivation through irrigation schemes will increase 
production, raise the value of the land and increase the amount of taxes. 


The same may be said of the new railway extensions in the south. Finally, 
the construction of the works will give employment and increase consumption 
all round, thus increasing the wealth of the country and lightening the weight 
of the present taxes, while increasing at the same time the amount collected. 


Attention is finally called to the intensive programme begun by the other 
South American countries. Argentina and Brazil have in recent years con- 
tracted loans of 50 and more million dollars, without mentioning the Municipal 
and Provincial loans. Peru with an inferior economic capacity to ours-—the 
foreign trade of Peru is 160 million dollars compared to our 320 million—has 
recently authorized the expenditure of 100 million dollars in Public Works, 
50 million dollars of the loan having been placed in New York. 


EXTRAORDINARY ESTIMATES AND PLAN OF PUBLIC WORKs. 
Law. 

Article 1. The Government will submit each year, for the approval of 
Congress and separate from the Ordinary Estimates Extraordinary Estimates 
of income and expenditure. Public Works, Acquisitions and other expenses, 
which are really of an extraordinary character and can be carried out with 
loans, will be included. 

Article 2. The President of the Republic is ore to contract 
successive loans up to 200 millions of pesos in 1928, 225 millions in 1929, 
250 millions in 1930, 275 millions in 1931, 300 millions in 1932 and 325 millions 
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in 1933. These loans may be internal or external. The rate of interest will 
not exceed 6 per cent. in the first case and 7 per cent. in the second. The 
amortization will not exceed in both cases I per cent. annually. These loans 
can be contracted either totally or in parts in each year. Any balance 
remaining from unissued loan of one year can be added to another. The 
President of the Republic can arrange for temporary bank credits, which will 
be paid off with the proceeds arising out of the actual issue of the bonds of the 
various loans, which by virtue of this law, are placed in each year. 

Article 3. Before contracting for any loan the Ordinary Estimates of the 
year must have been previously presented to Congress showing a surplus 
above or equal to the sum required for the service of the loan. 

Article 4. The product of each loan referred to in this law must be used 
for the finance of the works specified in the extraordinary Budget of each year. 

Article 5. The works already begun or contracted for, or having sufficient 
authority to begin, and for which expenditure has been provided for in the 1928 
estimates, also works already begun or contracted for, or having sufficient 
authority to begin operation, and for which the necessary expenditure has already 
been provided for by special laws, but for which funds have not yet been obtained 
or have been deviated to other purposes, will be considered as having been 
included in the programme of Public Works to which this law refers. 

Article 6. The sums necessary for the continuation or termination of works 
for which partial sums have been voted in Extraordinary Estimates will be 
automatically included in the Extraordinary Estimates of the same or following 
years. No new work may be added to the programme if the expenditure on 
same would affect works already begun. 

Article 7. The works contracted for must be carried out and will be 
a charge on ‘the E xtraordinary Estimates of a stated year, and will continue 
to be charged against these estimates no matter how long the works last. 


Article 8. All other laws are annulled which compromise or affect the 
present law, leaving however the clauses of any law creating ordinary income 
for the financing of the loans. Such income will be credited to general 
income. 

Article 9. The obligations imposed by clause (a) of Article 1 of the law 4087 
are cancelled. 

Article 10. The balances remaining from the income created by law 4078 
will be applied to wipe out the previous deficit, and unfulfilled obligations of 
law 4078 will be charged to the extraordinary income of the programme of 
works to which this law refers. 

Article 11. The President of the Republic is authorized to spend the sum 
of 800,000,000 pesos yearly in the valuation of National properties, 
reassessment of private property and formation of the “ Catastro Parcelar 
del Territorio Nacional ’’’ (Valuation and Enclosing of National Territories). 

Article 12. The President of the Republic is authorized to spend the sum 
of 3 million pesos annually for the purchase of lands, construction of stadiums 
and complementary works, swimming ponds, school parks, gymnasiums, 
holiday camps and other similar schemes for the physical education of the 
people. 

This law having been promulgated, the plan of works was started in 1928, 
continued in 1929, and Congress has approved the plan for 1930. In each 
case the year’s working has shown the necessary surpluses to justify the 
programme for the following year. 
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The City of Santiago 








HE City of Santiago, founded in 1541 by the Spanish 
conquistador, Pedro de Valdivia, is to-day the capital 
and chief city of the Republic of Chile. 


It occupies an area of 42 sq. km. and has a population, 
including the suburbs, of approximately 620,000, having more 
than doubled since 1920. It is therefore the fourth largest city 
in South America.* It has 350 km. of streets and an electric 
tramway system of 110 km. 


Santiago is situated in the interior of Chile at 1,700 ft. above 
sea-level, and is connected by electric railway (3} hours) with 
Valparaiso, the principal seaport of Chile; as also with Buenos 
Aires (36 hours) via the Transandine Railway. 


It is also located on the main North and South Railway 
through Chile. 


The territory about Santiago is rich in agricultural and 
mineral resources, and the city is the commercial and industrial 
centre of the Republic. The last census (1920) showed the city 
to have over 1,100 industrial plants and more than 7,200 com- | 
mercial establishments, the capital employed amounting to 
I,120,264,371 pesos at that date. | 


The assessed valuation of property in the city in 1929 was 
3,719,985,000 pesos, corresponding to 28,074 properties, as 
against 2,237,578,200 pesos in 1925. 


Municipally-owned property is valued at 31,000,000 pesos. 





The investment of capital in the purchase of central pro- 
perties and in the construction of modern reinforced concrete 
buildings is surprisingly large. The annual net return on such 
investments is about 7$-8 per cent. 


Street widening improvements have been undertaken by 
the Municipality on a large scale, and the entire city is being 
rapidly repaved with concrete and asphalt by local and foreign 
firms of contractors. The Municipal loans recently raised and 
those contemplated are almost entirely necessitated for these 
improv ements. 








? Buenos Aires, Rio de Janeiro and San Paulo are the first three. e 
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A modern refuse destructor has recently been erected, and 
the city garbage is now handled by a fleet of modern motor 
refuse wagons. 


Municipal Finances. 


The revenues of the Municipality are collected and disbursed 
under the direct control and supervision of the Ministries of 
Finance and of the Interior of the Chilean National Government. 
The regulatory powers of the Government further include :—- 


(1) The Government’s approval is required for all municipal 
loans, budgets and accounts. 


(2) Monthly reports of receipts and disbursements must be 
sent to the Comptroller-General of the Republic. 


Existing laws and decrees provide in substance, among 
other things, that :— 
(1) A balanced budget must be submitted yearly to the 
National Government for approval. 


(2) If actual Municipal revenues fall short of budget 
estimates, precedence is to be given to the payment 
of debt service over all other Municipal payments. 

(3) No Municipality may contract any loan if thereby its 
total debt would exceed its total revenues during 
the preceding three years, unless authorized by 
special law and unless additional revenues are 
created to cover the annual service on such excess. 


The ordinary revenues and expenditure of the Municipality 
of Santiago have been :— 








Revenues. Expenditure. 
Pesos. Pesos. 

1921 8,601,311 9,162,885 
1922 10,080,436 10,220,663 
1923 10,129,339 10,308,148 
1924 12,877,439 12,180,450 
1925 15,871,503 14,615,256 
1926 15,709,184 19,384,272* 
1927 .. 19,276,326 19,177,744 
1928... re 16,705,310 18,996,390 
1929 (estimated) 22,316,000 22,023,000 








* Expenditure for 1926, as shown above, included 3,596,087 pesos expended for 
public improvements, later reimbursed out of the proceeds of the external loan. 


H H*¥* 
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At December 31, 1928, the entire funded debt of the 
Municipality was represented by an external 7 per cent.— 
21 year bond issue for dls. 4,000,000 (dls. 3,953,000 outstanding) 
and pesos 8,000,000 7 per cent.—I per cent. bonds of an Internal 
Issue. The service of the latter is covered by special quotas 
collected from real estate owners benefited by the expenditure 
of the proceeds of the loan (paving) and is therefore not a direct 
charge on the Municipal revenues. In September 1929 a quota 
of 5,000,000 pesos was assigned to the Municipality of Santiago 
in the 15,000,000 dollar Consolidated Municipalities loan floated 
in New York. 


The annual service of the city’s external debt is 422,400 
dollars and, as stated above, the service of the only existing 
Internal loan is not a direct charge on the Municipal revenues. 


Taxation in the city amounts to 10} per mil on real estate, 
of which the National Government retains 2 per mil for general 


purposes, I per mil for roads, } per mil for bridges, and 2 per mil | 
for drainage. The remainder goes to the Municipality, 3 per mil | 


for general purposes, and 2 per mil for Municipal paving. 


The rest of the Municipal income is obtained from :— 


(1) A yearly Government quota of 3,280,000 pesos in 
consideration of certain taxes which were trans- 
ferred from the Municipal to the Government 
budget. 


Slaughterhouse duties. 


Professional and industrial licences. 


Liquor licences. 

Vehicular licences. 

Renting of Municipal properties and concessions. 
Municipal markets. 

Advertisement tax. 

Fines. 


24 per cent. of the gross receipts of the tramway 
company. 














ti 
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(11) Proportional contributions by real estate owners to 
the paving funds. 


(12) Various small items such as dog licences, sale of 
discarded Municipal property, etc. 


Public Services. 


Electric Company.—The electrical services of the city are 
the property of the Cia. de Alumbrado y Traccién de Santiago, 
a {2,000,000 subsidiary of the Cia. Chilena de Electricidad 
(£8,250,000 Share Capital and {4,800,000 Debentures). This 
Company with its subsidiaries owns seven plants with a total 
output of 115,000 kw. 


This is the only electrical company operating in the city, 
| and pays to the Municipality 2} per cent. of the gross receipts 
from the tramways in exchange for the concession which is in 
force until 1950. 


Gas Company.—The Cia. de Consumidores de Gas de 
Santiago is the only gas company operating in the capital. 


This company is capitalized at 18,000,000 pesos, has 300 km. 
of pipe-line, and sells over 22,000,000 cubic metres of gas per 
annum. 


Santiago Water Board.—Is an autonomous department under 
the control of the Government. 


Omnibus Service.—Various companies and private individuals 
| operate twenty-five services with a total of 630 motor omnibuses 
| on routes fixed by the Municipality. 


Taxi Cabs and Private Motor Cars.—The number of licensed 
taxis is 1,381, and private cars number 6,363. 


Over go per cent. of the motor vehicles imported into the 
| country are of North-American manufacture. British cars are 
poorly represented, and no dealers carry a sufficient stock of 
spare parts to facilitate possible purchasers. 





THE BANKER 


The New Insurance Kegulations 
in Chile 
By Guillermo del Pedregal H. 


(Superintendent of Insurance and Manager of the Reinsurance Bank 
of Chile) 


business in Chile was passed, and this measure 

represents one of the most interesting works of 
the present Government and of its late Minister of Finance, 
Sr. Pablo Ramirez. 

The law established the Inspectorship of Insurance : 
reserved the insurance business to the national com- 
panies and those foreign companies established in the 
country at the date when the law was passed; and 
prohibited all reinsurance by national companies abroad, 
except when done by the Reinsurance Bank of Chile, 
an institution also created by the provisions of the law. 

1. The inspector is responsible for the correct fulfil- 
ment of the laws relative to insurance companies, and 
for the proper inspection of their business operations. 

The control which the Inspector exercises over the 
insurance companies, in accordance with the powers 
conferred by the law, is at once effective and energetic. 

The tariff imposed by the companies must be approved 
by him : the correctness of the technical reserves verified : 
a list of fire inspectors or liquidators made up, and the 
number of agents and insurance brokers employed. He 
must take part in the inquiries held as to cause of fires : 
watch and authorize the investment of capital and 
accumulated funds, and generally adopt any means he 
may think fit to safeguard the interests of the insured 
and shareholders. 

The law invests the Superintendent with the powers 
of sole Arbitrator or Umpire to settle any difficulties 
arising between the insured and the companies, or 


()* December 21, 1927, the law regulating Insurance 
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between the companies themselves. Already many 
awards have been given settling disputes which previously 
seemed to be impossible of solution. 


The Superintendent controls and authorizes the 
appointment of the companies’ agents and brokers, and 
fixes the maximum commission allowed. This has put 
an end to competition between the companies, and has 
considerably reduced the cost of insurance. 


The resuits obtained by the creation of the Superin- 
tendent’s Dept. are very evident and it will suffice 
to cite the following: Reduction of fire tariffs, decrease 
in number of fires, liquidation of those companies which 
did not deserve the public confidence, regulations of 
intermediaries and reinsurance operations, establishment 
of single policy, etc. 


2. The law confined the insurance business to national 
companies, although foreign companies already estab- 
lished in the republic were permitted to continue 
operating, with full guarantees, provided they gave 
20 per cent. of their reinsurance business to the Re- 
insurance Bank. 


All reinsurance with companies or firms abroad is 
prohibited: the national companies hand ever to the 
bank the excess they cannot reinsure among themselves, 
and the bank, after keeping its own proportion for 
reinsurance, places the balance among the same national 
companies or abroad. 


3. The capital of the Reinsurance Bank is $15,490,000, 
fully paid up. 

Its shareholders are the Chilean Government, with 
$5,000,000 (A shares), the national companies, with a 
variable amount which must always be 5 per cent. of 
their capital and reserves (B shares), and the public 
(C shares). 

The Reinsurance Bank began operations on July 1, 
1928. Inthe first year it opened Fire, Marine, Life and 
Pedigree Animals sections. 


The figures of premiums received and losses paid in 
the Fire Section are as follow :— 
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Premiums. | Losses paid or to be paid. 





Fire Section. 
‘Amount Per Amount Per 


(in $). cent. (in $). cent. 





Gross premium income .. |7,026,508-66 | 100 [1,343,410-06 





Placed with National Com- 
panies .. ies .. |1,300,589°20 | 184} 144,754°28 
Placed with first foreign 
surplus .. “ o. 
Placed with second foreign 
surplus .. =a -- | 218,288-83 3 
Other placements 7 5,350° 30 aa ra 
Retained by bank .. |2,352,786°56 | 33% | 452,549°24 


3,149,493°71 | 45 | 746,005°24 








Total ree .. |7,026,508-66 | 100 





The mere statement of the above figures demonstrates 
the solid basis of the business and shows the part that 
the Reinsurance Bank plays in the nationalization of 
these operations. 

A percentage of annual losses fluctuating between 
11 and 233 per cent. is highly satisfactory, as also is the 
proportion of general expenses to premiums, which is 
29 per cent. 

As regards the significance of the bank from the 
point of view of nationalization, it will suffice to calculate, 
from the figures given above, the amount that the bank 
itself retained, and the amount that it placed with 
national companies ; and it will be seen that $3,653,375:°76 
in premiums, which previously went abroad, remained in 
the country. This figure is very gratifying, although in 
reality it is greater, as there are other results, such as 
increase of the limits and operations of reinsurance, which 
are not included in the statistics, and which have benefited 
the national companies still more. 

The Marine Section has had a total gross premium 
income of $481,882°62 in nine months. 

The Life Section, recently started, will become a 
powerful aid to the national companies in their efforts 
for legitimate extension and prosperity. 

The Pedigree Animals Section is also in operation, 
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and it is possible that, in the near future, sections covering 
motor vehicles and aircraft risks, etc., will be started. 

The bank has valuable contracts abroad, and is 
desirous of making reinsurance contracts and agreements 
with foreign countries on reciprocal bases. 

To sum up, it can be said that the evolution of 
insurance business in Chile during last year and this year 
is of the greatest interest to those who follow the pro- 
gressive march of business, and that very useful experience 
has been obtained from the enterprise of the present 
Government. 


The Transport Services of Chile 
By Paul Simon 


(Director of the Budget Office) 
S in most other countries, transport in Chile is 
A effected by railways, roads and coasting vessels. 
The figures proving the development reached by 

each of these services are as follows :— 


CHILE—SYSTEMS OF TRANSPORT 
(a) Railways— 
1. State Railway Co. ... sos) QUE 
2. Other State Railways — 
3. Private Railway Co.s .. 3,184 


Total railways... 8,864 kilometres. 

(b) Roads - a ae 12 30,590 “ 
(c) Vessels engaged in coasting trade 89,382 net reg. tns. 

The relative importance of these means of transport 
is indicated by the fact that, taking the average of several 
normal years’ working, the railways carry 18 million tons 
of goods and 16 million passengers, 36,000 motor vehicles 
run on the roads, and 1,200,000 tons of merchandise are 
transported by national coasting vessels. It will thus 
be seen that railway transport largely predominates. 


(a) RAILWAYS 
The largest part of the railway traffic of the country 
is carried by the “Empresa de los Ferrocarriles del 
Estado,” which extends from Chafiaral to Santiago, 
Valparaiso, Concepcién, Valdivia and Puerto Montt. 
Among the _ privately owned _ railways the 
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“Antofagasta a Bolivia’’ and the “‘Salitrero a Tarapaca”’ 
—both British owned—are the most important. The 
principal traffic of these two lines is the transport of 
nitrate from the pampa to the shipping ports. 

The ‘‘ Empresa de los Ferrocarriles del Estado ’”’ is 
an autonomous undertaking, its finances and consolidated 
debt being independent of the national finances. Never- 
theless the railway is owned by the State, and pays 
annually to the State Treasury 3 per cent. of the capital 
expended by the Government in the construction of the 
lines. 

In the first years of working, owing to small traffic 
returns, the railways with few exceptions showed suc- 
cessive working losses, but since 1922 the profits have 
been continually increasing. For last year the figures are 
as follows :— 


CHILE—‘‘ EMPRESA DE LOS FERROCARRILES DEL 
EsTADo ’’—YEAR 1928 
Length of main lines __... shi 4,517 kilomts. 
Tons per kilometre carried (thou- 
sands) ene 1,047,373 t. km. 
Passengers per kilometre (thou- 
sands) bes a oe 867,829 p. km. 
Receipts in pesos ins «+» 251,074,799 pesos. 
Expenses in pesos nhs ... 216,865,086 __,, 
Profits in pesos ... - 34,209,714 _,, 
Number of a and work- 
men , ‘ 17,044 
One peso = sixpence. “One kilometre = = 06214 miles. 


The profit of 34 million pesos was obtained after 
deducting depreciation on the permanent way, rolling 
stock and plant, and paying the interest on the 
consolidated debt. 

The other railways, either private or State owned, only 
reach figures of secondary importance, and the only ones 
worthy of mention are the Arica to La Paz railway, which 
is the property of the Chilean Government, from the 
frontier of Bolivia, the Antofagasta to Bolivia railway, 
and the Salitrero of Tarapaca. 

The Transandine railway, although nominally British, 
is owned to the extent of 70 per cent. of the shares by the 
Chilean Government. 
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The following railways are now under construction or 
being studied :—Loncoche and Villarica, Quino to Gal- 
varino, Cocule to Lago Rauco, San Clemente to Mariposas, 
Lebu to Los Sauces, Curanilahue to Los Alamos, Rio 
Negro to Maullin, also the new Transandine railways 
through Salta and Lonquimay. For the construction of 
all these lines an approximate expenditure of 175 million 
pesos will be required. 


(b) Roaps 

The road system of Chile totals 39,178 kilometres, and 
is practically sufficient in length to meet the actual 
requirements of the country, although the steady increase 
in the number of motor vehicles has necessitated an 
intense improvement in the roadways and, in many Cases, 
the construction of concrete and macadam roads. 

The current rate of Government expenditure on roads, 
charged in the ordinary budget of the nation, is 40 million 
pesos yearly, and, in addition to this annual expenditure, 
the following loans for the construction of paved roads 
have been contracted for since 1927 :— 

Pesos. 
Road from Santiago to San Bernardo is 8,150,000 
Concepcion to Talcahuano _... 1,900,000 
Punta Arenas to Puerto Natales 2,300,000 
Provincia de Santiago .»» 29,800,000 
General plan... an «ss 90,000,000 
,, General plan (Law 4303) ss 95,000,000 

These contracts, amounting to 227,150,000 pesos, will 
be completed within a period of five years, and in this sum 
the minimum expenditure of 40 million pesos per annum 
for upkeep, provided for in each ordinary budget, is not 
included. 

(c) MERCHANT MARINE 

The maritime commerce between national ports is 
a monopoly of the National Merchant Marine, a law to 
this effect having been passed in 1922. Previous to that 
date international shipping companies were employed in 
the coastwise trade. However, the local maritime trade 
is small compared to railway traffic (1,200,000 tons 
coastal traffic, 18,000,000 tons railway traffic). 

During this year (1929) a new law has been passed 
authorizing the President of the Republic to grant a 
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Treasury Guarantee up to 60 per cent. on any loans 
shipowners may require for the purpose of building ships. 
With this additional facility it is hoped the national 
marine may be able to appreciably increase its tonnage 
which to-day amounts to 89,382 net register tons. 
(Available cargo space.) 

The National Merchant Marine, in addition to the 
coasting trade, also carries on foreign trade, the 
“Compania Sud Americana de Vapores’’ maintaining 
a regular goods and passenger service to New York, and 
the “‘ Braun and Blanchard ’”’ and ‘“ Menendez Behety ” 
shipping companies having regular services to Argentine 
and Brazilian ports. 

It might, therefore, be said in a general way that 
transport facilities in Chile exceed the requirements of 
its production, and this is proved by the small railway 
traffic per kilometre and the steady improvement in the 
tonnage of the merchant marine. Notwithstanding this, 
the Chilean Government continues its efforts to improve 
transport facilities further by constructing the railways 
and roads previously referred to; and to these may be 
added the improvement of the ports of Valparaiso, 
Antofagasta, San Antonio, Iquique, Constitucion, Valdivia 
and others, with an expenditure of more than 300 million 
pesos, beginning in 1928. 

In Chile, unlike other countries, the means of 
transport, railways and ports, have been constructed 
with State resources and by national engineers, and 
when the figures of the Chilean National Debt are studied 
it will be noted that a value nearly equal to that debt is 
represented by Public Works, while transport represents 
the greater part of this amount. 


INTERNATIONAL GOLD MOVEMENTS 


By PAUL EINZIG 


Doctor of Political and Economic Sciences, University of Paris. 
Foreign Editor of “ The Financial News” and “ The Banker.” 
Member of the Gold Advisory Committee of the Imperial Institute. 
6s. net. 
MACMILLAN & CO., LTD., LONDON, W.C.2. 
























ASSURANCE CORPORATION LIMITED 


Assets Exceed £12.000.000 


LIFE Established 1837 - FIRE & ACCIDENT 1885 


Chief Offices, 


TRADE INDEMNITY 


COMPANY LIMITED. 
Established 1918. 


(Chairman—C. E. HEATH, O.B.E.) 
CAPITAL: 


AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE GREDITS 


The object of the Company is to assist British 
Merchants and Manufacturers to develop 
Home and Overseas Business by the Insurance 
of Credits. 

In order to facilitate the financing of debts the 
Company is prepared to grant protection to the 
Bankers against the event of the policy being 
invalidated through neglect or otherwise on 
the part of the Assured in complying with the 
Conditions of the policy. 


Prospectus and Proposal Forms can 
obtained on Application to— 


TT CORNHILL, LONDON, E.C.3. 


Underwriter: H. 8S. SPAIN. 
MANCHESTER OFFICE : Yorkshire House, Cross Street 


All inquiries are treated in the strictest confidence 





PERTH & LONDON 


Commercial Union 
Flssurance 


Head Office: 
24, CORNHILL, 
LONDON, E.C.3 
Total Assets (including Life Funds) 


as at 3lst December, 1928, exceeded 
£60,000,000. 


Insurances of every description 





JAMES DUNNING & CO. LTD. 


TWENTY-TWO ABCHURCH LANE 


PUBLIC ISSUES OF BRITISH INDUSTRIALS 
REORGANISATIONS AND AMALGAMATIONS 
GENERAL FINANCIAL BUSINESS 


* TELEGRAMS: 
MERCABANCO, CANNON, LONDON (iniano) TELEPHONES: : 
4 MERCABANCO, LONDON (roreicn) MANSION HOUSE 9484 & 9435 > 
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